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London 
new pact for £ 
Northern Irelahd 

The widest-ranging talks fen- 70 years an tester's , 
political future opened in.London with the.UK.>..*: 
and Irish governments expressing a willingness 
to rework the 1985 Anglo-Irish Agreement The l 
talks, which will resume today, bring moderate 
and hardline Unionist parties face to face with 
Irish ministers for the first time since partition . 
in the 1920s. Page 8 • > ' 

Germany quitting EFA project: German 
defence minister Volker Rflhe said Bonn would 
not proceed with, the European fighter ai r cr aft . " • - 
He was responding to a call from the UK to state' 
whether it was pulling out of the project after 
Bonn cancelled funds fbr.it. Page 20 ; ‘' V . 

Airport tafts fall] Anglo<9rmese talks in -..f' 
Beijing on financing Hong Kong’s new airport 
brake up without agreement three days before 
Chris Patten takes over the colony's governorship; 
Page 20 - 

FT-SE falls In face of bad news. 

Share prices crumbled 
in London after bad 
news on the economic 
and corporate'fronts. 
Consumer credit Tell ■ - 
inMay, while a rise, 
in new car sales last 
moixth failed to rally 
confidence fAt worst 
' the FT-8E Index was 
more.than 34 points. 

V off although it (dosed 
at2.469, a loss of 28.1: 
L ondon gfav-ir exchang e. 
Page31 r ; , . - 

Airlines face Jossen AlritaeswiRlose about 
S2bn this year on international scheduled services 
because the industry has toomany aircraft flymg . 
too few passengers, says the International Air 
Transport Association. Page 20 

EC to act against Italyi Tbe European ■ 
Commission is expected to move towards outlawing - 
a far-reaching programme of state subsidies for 
llva, Italy's state steel company, at its nuy tin g ■ 
in Strasbourg tomorrow. Page 3 ' 

Cement deal likely; Mexico's Cementos 
Mexicanos (Cemex), North America's largest 
cement producer, is expected to launch a SL7hn 
takeover lor Spain's biggest producer, Valendana 
de Cementos. Page 21 

Walesa rejects cabinet: Polish president 
Lech Walesa refused to accept a cabinet agreed 
by eight-political parties. The move, likely to : 
prolong the government's five-week crisis,,suggests 
the president fears a stahle parliament could 
erode his powers.Page 3 

Success for SAN; UK brewing, pubs and 
leisure group Scottish & Newcastle benefited • 
from turmpil in the beer market to increase market 
share and -raise pre-tax. profits to £22iilm ( j<2L3m) 
from £2l6.an in fhe year to May. 8. Page 21; Lex, 

Page 20 , 

Victory b> Nigeria: Nigeria's SorialDemocratic 
party won elections far the country’s new civilian 
house of representatives and military President : . 
Ibrahim Babangida told the army to hack it . 

Siemens on target; Siemens, German electrical 
and electronics group,.is on target far an 8 per . 
cent rise in net profits to at least DML9bn ($L2bn), 
but around half the earnings for the fimmrifll . 

■year to end-September-will come ftom bokhngs 
of cash and securities. Page 21 

Whale harpooned: Norwegian whalers, 
preparing to resume commercial catches in 1993,' 
harpooned their first whale in two years. A govern¬ 
ment-sponsored research programme into the 
m ammals * behavloar-involves the Trifling hf-uo 
whales this year. ; 

Bridgestone, profits toll; Bridgestone, 

Japanese tyre and sports goods company, has 
forecast a 27 per cent fall in pretax profit to Y27bn 
(S2l6m) for the six months to June, reflecting 
the downturn in the domestic car industry. Page 25 

Monsanto invests In Th aH ands US chemicals 
company Monsanto, has formed a joint venture 
with Premier Enterprise of Thafland. which will 
invest $i50m to build a plastics manufacturing 
plant near Bangkok. Page 24 

Canary Wharf purchase planned: The 

UK government is negotiating to buy a building 
at Canary Wharf, the east London office complex 
developed by Olympia & York of Canada, in the 
hope of relocating workers to the area and saving 
the planned extension of the Jubilee underground 
railway line, Pages 
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Russia to cut deficit and inflation 
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By Leyte Boulton and 
John Ltoyd In Moscow and 
-Quentin Peel in Munich • • 

‘ RUSSIA has undertaken to make 
sharp cuts in its projected budget 
deficit, and its inflation rate by 
the end of December in order to 
secure a deal unblocking Its first 
International Monetary Fund 
credit of $lbn. 

• Mr Alexander Shokhin, Rus¬ 
sia's foreign economic relations 
chief, revealed the agreement in 
an interview with the Financial 
Times yesterday. : 

■ to a warning to the ieadere of 


the Group of Seven leading 
industrial nations meeting in 
Munich, he stressed, however, 
that Russia would be unable to 
achieve the OIF's proposed 
reduction in the budget deficit to 
. 5 per cent of gross domestic prod¬ 
uct unless it was allowed to res¬ 
chedule its foreign debt The defi¬ 
cit is believed by western experts 
to be heading towards 17 per cent 
on present trends. 

- The agreement also commits 
the government to reduce the 
monthly inflation rate, presently 
estimated at 20 per cent, to no 
more than 10 per cent by the end 


of the year. Government subsi¬ 
dies Including spending on state 
procurement of grain and fuel are 
also to be limited. 

The conditions attached to the 
llbn deal were finalised after a 
visit to Moscow at the weekend 
by Mr Michel Camdessus, the 
IMF's managing director. He 
managed to rescue negotiations 
which had all but broken down 
between the government of Mr 
Yegor Gaidar, the acting prime 
minister, and IMF experts on 
such issues as the raising of 
energy prices and the size of the 
permitted budget deficit. 


“I think Mr Camdessus was 
rung up not just by Gaidar but 
by other heads of government," 
Mr Shokbin said, referring to 
pressure by G7 leaders for the 
two sides to reach an agreement 
before their meeting with Presi¬ 
dent Boris Yeltsin In Munich 
tomorrow. 

In Munich last night. Mr Cam¬ 
dessus spelt out what other con¬ 
ditions had been agreed: a single 
rouble exchange rate, strength¬ 
ened fiscal policy, maintenance 
of tight constraints on monetary 
policy and continuing structural 
reforms. In particular, he men¬ 


tioned land reform, bankruptcy 
legislation and an accelerated pri¬ 
vatisation programme as critical 
to the process. 

“We decided that if all that 
were put in place, we would 
extend our financial support." he 
said- He rejected suggestions that 
the Fund was prepared to relax 
its traditional strict conditional¬ 
ity. 

"The IMF does not extend cred¬ 
its without conditions", he said. 
"We need a package of reason¬ 
able measures to' be able to 
extend our support." 

The short-term programme to 


which the Slbn is tied represents 
the first stage in a three-step 
approach for gradually releasing 
$24bn promised by the west to 
support Russia's market reforms. 

Mr Shokhin said the Slbn 
would be used for balance of pay¬ 
ments support although tbe Rus¬ 
sian finance ministry and west¬ 
ern officials said the money was 
not to be spent but to boost gov¬ 
ernment reserves. The IMF exec¬ 
utive board is due to give final 
approval for the release of the 

Write-off of Soviet debt urged. 
Page 2 



Taking- the world stage At 
Tffjyazawa, Canadian -prime 



the GT -summff in Munich, from left Italian prime minister Mr Ginliaco .Amato, Japanese prime minister Kiichi 
■ minister Brian Mulroney, President Mitterrand, Chancellor Kohl, President Bash and John Major. 

tries to break trade talks logjam 


By.Poter Norman, Robert 
Mautfmer, Quentin Pup! and.. 
Jurek Martin In Munich 

MR JOHN MAJOR, the British 
prime rninister, put forward pro¬ 
posals yesterday to break the 
logjam ,of the stalled Uruguay 
Round of trade -liberalisation 
talks in the General Agreement 
on Tarifis and Trade. • 

At the economic summit of the 
Group of Seven leading industrial 
nations, Mr Mitfor made- 7 what 
British officials described as a 
forceful intervention in the open¬ 
ing session in Munich. 

His officials refused to give fur¬ 
ther details, saying that to dp so 
would be “counterproductive"- 
But Mr Don MazankowsM, the 
Canadian finance minister,, later 
disclosed that the UK prime 


THE MUNICH SUMMIT 

. Page 2 

■ Group off Seven embraces 
. ‘Sinatra Doctrine’ 

■ Russia puts respect 
' at top off want-list 

minister had put forward propos¬ 
als which be expected to be dis¬ 
cussed at the Munich meeting. 

Mr Major's derision to bring 
the Uruguay round to the heart 
of the summit involves a high- 
risk strategy which reflects the 
British government’s own deter¬ 
mination to find a settlement, 
and to put Britain’s stamp on the 
EC presidency. 

; Even before Mr Helmut Kohl, 
the German chancellor, had com¬ 


pleted the ceremonial welcome of 
the leaders from the US, Japan, 
France, Britain, Italy, Canada 
and the European Commission, 
the Gatt talks were a subject of 
intense discussions. 

The issue was raised amid 
intense concern about the lack¬ 
lustre growth of the world econ¬ 
omy and rising unemployment. 
Mr Mazankowski noted that 
unemployment in the G7 coun¬ 
tries had increased to 223m this 
year from 18m to 1991. 

Finance ministers meeting sep¬ 
arately agreed that the only way 
forward was to clamp down on 
excessive budget deficits and 
strive for stable non-infiationary 
growth. Mr Norman Lament, the 
UK chancellor, confirmed that 
the UK would take a tough line 
on government spending in 


the current expenditure round. 

Mr Major pledged again to take 
sterling into the narrow bands of 
the European exchange rate 
mechanism at the current DM2.95 
central rate as part of the British 
government’s continuing fight 
against inflation. 

Mr Nicholas Brady, the trea¬ 
sury secretary, conceded yester¬ 
day that US growth in the second 
quarter of this year would not be 
up to expectations but that 


expansion of 2.5-3 per cent over 
the full year was attainable. He 
also predicted "banner years" for 
the economy in 1993-94 if commit¬ 
ment to growth to be undertaken 
at this summit is fulfilled. 

In a summit where all the 
nations are intent on maintain¬ 
ing their own economic policies, 
the leaders and their finance 
ministers underlined that a satis¬ 
factory solution to the trade talks 
could spur on world growth. 


French 
riot police 
dismantle 
key road 
blocks 


By William Dawkins In London 
and Alice Rawsthom in Paris 

THE FRENCH government 
yesterday dismantled strategic 
points in the lorry drivers’ week- 
long national blockade, calling in 
13,000 riot police with armoured 
cars and helicopters to shift road 
blocks. 

By midday the government 
claimed to have removed the 
most important 10 of tbe 160 road 
blocks erected by truckers, who 
are protesting against tough new 
licence rules under which drivers 
can be banned after clocking up 
six penalty points. 

This came as signs emerged of 
the economic strain which has 
been caused by the protest. Until 
the weekend the damage to 
French business had been com¬ 
paratively slight, but yesterday 
dozens of companies ann ounced 
temporary lay-offs because of 
supply shortages. 

Peugeot, the car company, said 
it may lay off up to 18.000 work¬ 
ers today. Citroen warned of the 
suspension of 2,50) employees. 

The Patronat. the French 
employers' federation, said the 
situation was becoming "very 
serious" in vulnerable sectors 
such as tourism, petrol, fanning 
and food in the regions where 


Continued on Page 20 
Tourist record. Page 4 


End aims to reduce stakes in 
Agip and Snam below 50% 


By HakrSlmonlan In Milan' ’’ 

ENt, the state-owned Italian 
energy and chemicals group, 
plans eventually to sell more 
than 50 per cent of the shares in 
Agip and Snam, its petroleum 
and natural gas substdiaries. 

The group hopes to raise a min¬ 
imum of $2bn by sailing the first 
10 per cent of shares in. Agip 
before the end of this year. 

Mr Gabriele Cagliari, Eni’s 
c hairman, said his ultimate ambi¬ 
tion was to sell more than 50 per 
cent of both companies. 

Plans to float both Agip and 
Snam are at an advanced stage; 
he said. Subject to approval by 
Italy’s new government, an ini¬ 
tial public offering could take 
place before the year end. with 
shares being quoted on interna¬ 
tional stock markets. 

Italian state-o we ed companies, 
even when quoted, remain under 
strict government control 

Only the Sirti cables group, 
part of the state’s telecommuni¬ 
cations interests, has more .than' 
50 per cent of its ordinary shares 
listed. 


to this instance, state control is 
guaranteed through a formal pact 
between public and private-sector 
shareholders. Otherwise, listings 
above the. crucial 50 per cent 
level involve only non-voting 
savings stock. 

Analysts say pricing for the flo¬ 
tation of Agip, which last week 
signed a huge oil and gas deal 

Italian groups float idea of 
sell-offs.Page 22 

with the government of Kazakh¬ 
stan, would be complex. An ini¬ 
tial 10 per cent stake In the com¬ 
pany, which has reserves of 
about 5bn barrels of oil equiva¬ 
lent, could be worth about $2bn 
based on the value of its reserves, 
priced at $3 to ¥4 a barrel 

Mr Cagliari said the aim was to 
sell an initial 10 to 20 per cent of 
Agip and Snam. Further dilu¬ 
tions of Eni’s stake would come 
in stages, with the timing 
depending partly on assurances 
that, no individual shareholder 
was building up a preponderant 
position. 


Bill, however, may have a 
tough political battle on its 
hands. Borne politicians have 
called for a flotation of Eni itself 
rather than its subsidiaries, to 
provide a direct cash boost to the 
strained Italian exchequer. 

This year’s budget calls for 
U5,000bn (213bn) in receipts from 
the sale of state assets. The dis¬ 
posals, most of which have yet to 
be clarified, are due to provide a 
vital element to tackling Italy's 
huge budget deficit, forecast to 
exceed Ll60,000bn this year. 

Mr Cagliari admitted that float¬ 
ing Eni would ensure the receipts 
went directly to the Treasury, 
whereas in the case of Agip and 
Snam, the money would go to 
Eni But he noted that the state 
would benefit indirectly through 
higher tax payments by the Eni 
group as a result of the proceeds 
from floating its subsidiaries. 

The destination of the proceeds 
from privatisations could be tbe 
stogie most important issue in 
determining tbe timing and 
nature of flotations, both at Eni 
and, possibly, In, Italy’s biggest 
state holdin g - company. 
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and 


Thomas J C Matzen 

announce the establishment of holding companies 
through which private equity investments will be 
made in Germanv and Austria. 


Investments aheadv made include: 


Richard Schops AG 

a major retail fashion chain with 80 outlets 

Respo Mode International AG 

a manufacturer of fashion clothing employing 
over 500 people 


CIMVcn Ltd - member oHMRO 
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NEWS: THE MUNICH SUMMIT 


Group of Seven embraces ‘Sinatra Doctrine 

JL “Growth," M 


• THE officials brief¬ 
ing tbe press did 
not use the expres¬ 
sion. but yester¬ 
day's opening ses¬ 
sion of tbe world 
economic summit in 
Munich confirmed that the "Sinatra 
Doctrine" now dominates global 
economic policymaking. 

Fourteen years ago in Bonn the 
first economic summit to be held on 
German soil saw agreement on an 
elaborate trade-off among the big 
industrial powers with the aim of 
spurring world growth. The latest 
summit in Germany is celebrating 
the fart that every tody “does it ray 
way". 

After the first sessions of talks 
among the leaders of the Group of 
Seven countries and their finance 
ministers yesterday, it became clear 
there would be no dilution of 
national economic priorities as a 
result of tbe meeting. 

All seven beads of government 
and their finance minis ters regis¬ 


Policymakers are intent on doing it their way, writes Peter Norman 


tered dismay at the weak state of 
global economic recovery. But it 
was equally clear that German 
interest rates would stay high for as 
long as necessary to defeat infla¬ 
tion. even though last week’s half 
percentage point cut in the US dis¬ 
count rate to a 29-year low of 3 per 
cent has brought the gap between 
comparable US and German official 
rates to a yawning 6.75 percentage 
points. 

Mr Norman Lamont, the UK 
chancellor, reaffirmed Britain's pol¬ 
icy of maintaining a strict control 
on public spending with the aim of 
eventually bringing down Interest 
rates. He made clear that he sought 
no quick fix for tbe UK economy. 

He was prepared to accept the 
disciplines of the European 
exchange rate mechanism, and 
strive to put sterling into the nar¬ 
row bands of tbe ERM at DM2.95 in 


the hope of lower Interest rates in 
tbe long term. 

Japan, which has come under 
pressure from its international trad¬ 
ing partners to boost its domestic 
economy, showed tt was in no hurry 
to comply. The government in 
Tokyo might at some time decide on 
further spending measures, but the 
moment for that would be in tbe 
autumn, after assessment of 
whether the front-end loading of 
public spending in the first half of 
the current fiscal year - starting in 
April - had had any effect. 

In the meantime, Mr Yuichi 
Ezawa. director general of the inter¬ 
national finance bureau of tbe Min¬ 
istry of Finance, assured journalists 
that the recent fall in the Tokyo 
stock market and other signs of 
finan cial fragility In Japan would 
not have a noticeably adverse effect 
on the real economy. 


Indeed. Japan's economy, Mr 
Ezawa said, was already showing 
signs of recovery and was on the 
way to achieving sustained non-in- 
flationary growth. Although there 
has been much talk in the ruling 
Liberal Democrat party of a 
Y7,000bn-Y10,000bn (£29.4bn-£42bn) 

boost to the economy this autumn, 
he underlined that Japan was: still 
enjoying full employment 

The government wished to avoid 
too much reliance on short-term 
policy measures for fear of trigger¬ 
ing a stop-go cycle, he added. 

Germany too was anxious yester¬ 
day to stress the medium-term 
nature of its policies. Mr Dieter 
Vogel, the German government 
spokesman, insisted that Germany 
had contributed a great deal to the 
world economy and would do more. 
The shift in its current account bal¬ 
ance of payments from a surplus of 


DM108bn in 1989 to a DM33bn 
(£llJbn) deficit in 1991 was proof of 
that 

Germany had not and would not 
suffer recession. Indeed, according 
to the OECD, growth this year of 
1.75 per cent was likely to be fol¬ 
lowed by 2.75 per cent growth next 
year, he said. 

What the German government 
could not Ignore, however, was the 
"intolerable and unacceptable” 
annual inflat ion rate of 45 per cent 
Although inflation is expected to 
fell to about 4 per cent by the end pf 
the year, the rapid growth of money 
supply meant the Bundesbank 
could not cut interest rates at ait 
early stage. The Bonn government 
fully understood the Bundesbank's, 
position, Mr Vogel said. 

He offered some crumbs of com¬ 
fort. Although the government 
decided a tough 1993 budget at the 


start of this month, it bad at the 
■amp Hmp suspended the special 7-5 
per cent income tax surcharge that 
: had been levied to finance the 
absorption of eastern Germany. 

The US, which earlier this year 
; put pressure on Germany to redress 
its fiscal imbalanc es with thahope 
that this would lead to lower inter¬ 
est rates, has so far applauded the 
German budget moves and the 
apparent -Intention of Japan to 
"boost its economy if necessary. The 
US a dminis tration cannot appear 
too gloomy about world economic 
prospects so dose to the November 
presidential election. 

Mr Nicholas Brady, US Treasury 
secretary, said yesterday that US 
growth of 2.5-3.Q per cent was 
attainable this year and he pre- 
. dieted "banner, years" in 1993*4 if 
commitment to growth to be under¬ 
taken at the summit was fulfilled. 


“Growth," Mr Brady said, “is not 
a light switch to be turned off and 
on, but a flame that needs to be 
fed." 

He repeated that US exports 
would lead the nation's expansion 
as it had over the last five years. He 
cited the recent agreement to build 
a BMW car plant in South Carolina 
as evidence that “hard-nosed busi¬ 
nessmen" had confidence in the US 
economy. 

The weekend decision by Italy to 
raise its discount rate by a full per¬ 
centage point to 13 per cent and lop 
L30,000bn (£L3.6bn) off the budget 
" served as a timely reminder of tbe 
hostile economic climate facing the 
Industrialised countries. While 
Italy's G7 partners welcomed the 
move to deal with the country’s 
huge.budget deficit the feet that 
the deficit will partly be pared "by 
tax increases bodes VI for cozisump- 
•tion in an economy where demand 
is already growing too slowly to 
prevent rising unemployment and 
business failures. 


Leaders shrink from 
force in Yugoslavia 


By Laura Silber in Belgrade, 
Robert Mauthner In Munich 
and Judy Dempsey in London 

LEADERS of the Group of 
Seven industrialised countries 
are tomorrow due to adopt a 
separate declaration on Yugo¬ 
slavia which will leave open 
the use of military force as a 
last resort to back up United 
Nations sanctions and relief 
operations. 

However, it will make clear 
that such decisions can only be 
taken by the Security Council 

Mr Enzo Scotti, the Italian 
foreign minis ter, said the lead¬ 
ers had discussed a passible 
naval blockade to enforce UN 
sanctions against Serbia. Offi¬ 
cials from the nine-nation 
Western European Union have 
been examining contingency 
naval plans and it is possible 
further discussions will be held 
by WEU foreign ministers at a 
special meeting in the margins 
of the 52-nation summit of the 
Conference on Security and 
Co-operation in Europe (CSCE) 
in Helsinki later this week. 

British officials stressed that 
the question of military action 
did not arise at the moment 
They said it would only 
become an option if humanitar¬ 
ian aid to Bosnia was not get¬ 
ting through, which was not 
tbe case at present. 

But officials in the besieged 
Bosnian capital of Sarajevo 
yesterday said the relief effort 
was having no effect In stop¬ 
ping the war, or in preventing 
Bosnia from being divided 
between Croatia and Serbia. 

Bosnian officials reported 
fighting throughout the repub¬ 
lic. Mr Jerko Doko, defence 


Mr Milan Panic, the 
California-based businessman 
who last week was appointed 
prime minister of the new 
Yugoslavia, consisting only of 
Serbia and MontenegTO, 
appealed in Belgrade yester¬ 
day for a delay of 100 days to 
determine the status of the 
country at the Conference on 
Security and Co-operation in 
Europe. 

In a letter to CSCE dele¬ 
gates, he said his goal was to 
stop the fi ghting . The US and 
other countries want to 
exclude Yugoslavia from the 
CSCE which starts a two-day 
summit in Helsinki on Thurs¬ 
day. 

minister, reached by telephone 
in Sarajevo, said: “In order to 
form a corridor linking Serb- 
controlled territories in Bosnia 
with Serbia, Serb forces have 
concentrated in the Bosanska 
Posavina [the region along the 
River Sava which marks Bos¬ 
nia's frontier with Croatia]”. 

According to Croat televi¬ 
sion, Serb forces captured the 
strategic town of Derventa in 
central Bosnia, setting houses 
ablaze. International relief 
agencies said Serbs bad also 
seized control of a string of 
towns in eastern Bosnia, on or 
□ear the Serbian border. Mos¬ 
lems in the region have been 
killed, imprisoned or forcibly 
deported. 

For the past three months, 
the relief agencies have been 
unable to reach the towns, 
crowded with refugees from 
surrounding villages and encir¬ 
cled by Serbian forces. 

Refugees who escaped from 


Gorazde, eastern Bosnia, say 
there are hardly any Moslems 
(who once made up 70 per cent 
of the population) left in the 
town. 

The Serbian offensive coin¬ 
cided with the formation at the 
weekend of a new Croatian 
state in western Hercegovina. 

A British official said the 
new state, backed by the gov¬ 
ernment in Zagreb under Presi¬ 
dent Fran jo Tudjman "would 
not be recognised”. 

He added that western diplo¬ 
mats might now be pushed 
into considering sanctions 
against Croatia in the light of 
Zagreb's attempts to under¬ 
mine UN peacekeeping 
operations in Croatia, and its 
de facto annexation of western 
Hercegovina. 

Mr Tudjman yesterday 
attempted to justify the decla¬ 
ration of the Croatian state in 
Bosnia which is run by Mr 
Mate Boban, a Croat national¬ 
ist, and Mr Tudj man's personal 
appointee. ‘The three constitu¬ 
ent nations of Bosnia, Croats, 
Moslems and Serbs are in 
agreement." he said on Zagreb 
Radio. 

However, the Bosnian gov¬ 
ernment yesterday repeated 
that the new Croatian state 
was “illegitimate and illegal” 


■ Bavarian police (right) deal 
firmly with one of a few hun¬ 
dred protesters outside the 
summit venue in Munich yes¬ 
terday. At the first boos and 
whistles they were seized 
women and bundled into 
police vans - along with many 
innocent bystanders, accord¬ 
ing to horrified observers. 
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imf chief Japanese polite but firm over Kuriles 

backs Bv Rnharf Mnuthnor sin’s annearanra at thn forum traatv has been concluded tial assistance .Tanan has cannot- envisage thi 


By Robert Mauthner 

._ _ . oi the world's richest nations between the two counmes, already given to the former of massive economic assistance There are strati 

|%/l ACOf|lir WHILE THE participants at to press for an early settlement that can hardly be considered Soviet Union, notably its con- at the cost of the Japanese tax- of Bavarian cultui 

1?XUJjvU tt the summit are desperately of the long-running issue of the an excessive demand. tribution of $2.7bn to the $24bn payer," an official said. the Residenz to.'em 

scratching around to find "Northern Territories”, four No one listening to Japanese aid package promised by the One of the areas in which ers-on at the sumr 
By Quentin Peel something meaningful and pas- Japanese islands occupied by spokesmen here, however, can western industrialised nations, they have demonstrated their are dancing men, d 

itive to say about the world the Soviet Union in 1945. doubt that Japan’s full weight But, with infinite regret, reluctance to go much further organ grinders in 

IMF managing director, Mr economy. Japan is pursuing its The language is diplomatic: will not be put behind interna- they find themselves obliged to is that of the proposed ,S700m and the inevitable 

Michel Camdessus, yesterday own < ver Y specific national "Japan fervently hopes to pro- tional efforts to ball out Rus- point out to journalists cover- ■ multilateral fund to finance clad kriee-slappiiq 

strongly urged G7 finance min- agenda for tomorrow's meeting vide a firm legal basis for sia’s economy until Moscow mg the summit that the issue' safety measures at the 57 Sovi- doing something 

isters to back the phased between the seven and Presi- mutual trust between the Japa- agrees at least on the principle of the Northern Territories is et-built nuclear reactors in British Morris dan 

reform plan he has agreed with dent Boris Yeltsin of Russia. nese and Russian peoples fay of Japanese sovereignty over both a question Of justice and a eastern Europe and the former 

the Russian government Well aware that they have resolving the territorial issue the islands at the southern end matter of national pride. Soviet Union. They have made . _ _ . 

He also insisted that the plan rarely been in a stronger posi- and concluding a peace of the Kurile chain. There Is a national consensus clear that they-expect the for- DDL 

still complied with Russia's ^ 01110 exert financial and eco- treaty”, in the words of the It is not that Japan refuses that, unless there is a solid mer Soviet and east European Some people seem: 

reform promises last April. nomic pressure on the Rus- official brochure on the sub- to participate point blank in political basis for relations states to bear a substantial there are two groi 

He stopped short of urging sians, the Japanese intend to ject. Given that, 40 years after these efforts. On the contrary, between our two countries in share of tbe costs before they and a G6. Atleasl 

them to agree a debt reschedul- use tb® occasion of Mr Yelt- the second world war, no peace officials underline the suhstan- the form of a peace treaty, we will agree to contribute. .' conclusion one i 

ing for Russia, stiff under nego- t • 

rial creditors, although he said John Lloyd and Leyla Boulton preview Boris Yeltsin’s talks in Munich tomorrow 

entitled to ask for creditors' _ 

understanding. TT% • a A A A^fk A * A ' ~ A - • • a ■ 

•sjsswas: Russia puts respect at the top of its want-list 

isters before Mr Yeltsin arrives JL A. M 

tonight, spelt out the broad , ■ 

conditions agreed by the Rus- RUSSIA needs G8 - but instead it will be an - .•An end to barriers on trade However, he und 

slan government It was up to money, and attempt to show that Russia is Leaders of the Commonwealth of Independent States meeting besetting Russian exporters, government's deb 

Mr Yegor Gaidar, prime minis- needs ** badly, an equal industrial partner yesterday In Moscow agreed to create a peacekeeping force Mr Shokhin specifically men- nflt to be seen to kb- 

ter. to reveal details, he said. y/// j KCR ysf But top of ^ w * th these countries. Not modelled on the UN “blue berets”, write John Lloyd and Dmitri tioned quotas on aluminium IMF. “We must Ins 

However, he said that on the list of what it equal perhaps, in its economic Volkov. They are also to establish a "rouble zone" of countries and uranium, and suggested that the programi 

controversial question of hopes for from situation but equal in the using the fanner Soviet currency, now issued by the.Russian that compensation -might also and'the measures 

energy price liberalisation, the Munich sense that it has the potential central bank. No details were given, except that the zone is be demanded for Russia's con- those we think an 

both sides had agreed on a pro- summit is the non-tangible to help decide on the main designed to protect Its members from the effects of the introduc- tinued observance of these. In talks with-the IMF 

gressive approach of freeing matter of respect Russia wants questions feeing the world." tion of separate currencies by those states refusing to stay in the the recent past, Mr Gaidar has designed to fit our 

the prices gradually. to be seen to be important. As proof of the contribution zone. asked again for an end to tbe to the offer of assis 

“Liberalisation, especially of indeed central, to the world. Russia can make, he said it The new peacekeeping force will be sent first to Moldova to Cocom rules which restrict the the IMF.: and the C 

energy prices, is one of the key “We don’t expect concrete would propose three new sites attempt to separate the two warring sides in the conflict import or certain-types of high erfimenta.T r • :. 

elements agreed by us with decisions in Munich," said Mr for oil exploration to be opened between the Moldovan military and the various forces fighting technology .equipment into This wfllnotplac 

Russia in April,” he said. Alexander Shokhin, the deputy to foreign investors. He did not on the side of the self-proclaimed republic of Trans Dnestr. Russia. Ics. Mr Ruslan K1 

“What the Russians do not premier, in an interview yes- name them, but they seem President Boris Yeltsin said CIS ministers would meet soon to • The setting up of a perma- speaker of the Rus 

want to do (and we agree) is to terday. "It's a place not for likely to be new areas rather work out the mechanisms for the force. nent co-ordinating centre to meat and a perm 

liberalise energy prices all of a concrete decisions but for the than existing sites like the off- deal with foreign assistance to vocal detractor of tl 

sudden. At the moment the gap display of political support." shore reserves at Sakhali n . " “ ; Russia - especially that chan- ‘ cess, said j’esterda 

between the world energy The Russian delegation The "headline" news of the debt forgiveness for a period of Mr Shokhin said were on the neled through the G7 and the fund’s promises \ 

price, and domestic prices, is wants the G7 to demonstrate grant of the first tranche of at least two years. He himself Russian agenda are: - European Community. There were “mererhetori 

too huge." that making decisions on the Slbn of IMF funds to Russia is would prefer to ask for five • A programme to convert have been'complaints that aid- governments, he 

As for debt rescheduling, world economic process Is not, formally, a matter for the years, a figure already mooted nuclear power stations of the has been haphazard and unco- pushed Russia-.dow 

both Mr Camdessus and Mr impossible without Russia. G7 - though Mr Shokhin by Mr Yegor Gaidar, acting Chernobyl type to non-nuclear ordinated. of market.reform s 

Theo Waigel, German finance especially in relation to those stressed that the agreement prime minister, in talks last use. Mr Shokhin said this was Even on the assumption that is time for them t 

minister, refused to prejudge problems which most worry reached between Mr Michel month with Mr Jaques Defers, a matter which h3d to be dis- some,.at least, of this would be, bill”; 

the decisions of the Paris Club, them, such as economic col- Camdessus. IMF managing European Commission presi- cussed both within the frame- forthcoming, Mr Shokhin Nothing tiiat ii 

However, it is clear that the G7 lapse and debt. At the same director and President Boris dent work of overall energy policy, phlegmatically admitted that summiteers, coitei 

wants to do a deal if details time, the success of economic Yeltsin, had been concluded “What perhaps we might say - “since this might, for exam- the growing ranks of the. Rus- problems at hornet 

can be agreed. “Russia 1 reform in Russia depends on under G7 pressure. The agree- is that, if it takes us two and a pie, involve us In . an increase . sian opposition were unlikely foot such an op&ra 

believe win continue to enjoy the world economic situation, ment goes before the IMF half years to carry through our in gas production" - and as a to medit toe-government with Mr Khasbulatoy: ha 

the support of the Paris Club, “So the point which will be board next month. reform programme, then we financial matter, since Russia much success. The figure of Mr Yeltdri'6 domesfc 

and explain what it is doing at made by the Russian presi- However. Mr Shokhin “does should have debt relief for that might expect compensation to Slbn would be seen as too lit- are not likdy to be 
the next meeting," Mr Cam- dent." said Mr Shokhin, "Is not not exclude” the possibility periodhe said. . be paid if .it agreed to shut tie, and .the, "anti-popular" his session -With;- 

dessus said. that the G7 should become the that Mr Yeltsin will ask for Among other Issues which these reactors down. measures taken too harsh. - • leaders tomorrow. ■•’ 


sin’s appearance at the forum 
of the world's richest nations 
to press for an early settlement 
of the long-running issue of the 
"Northern Territories", four 
Japanese islands occupied by 
the Soviet Union in 1945. 

The language is diplomatic: 
"Japan fervently hopes to pro¬ 
vide a firm legal basis for 
mutual trust between the Japa¬ 
nese and Russian peoples by 
resolving the territorial issue 
and concluding a peace 
treaty”, in the words of the 
official brochure on the sub¬ 
ject. Given that, 40 years after 
the second world war, no peace 


treaty has been concluded 
between the two countries, 
that can hardly be considered 
an excessive demand. 

No one listening to Japanese 
spokesmen here, however, can 
doubt that Japan’s full weight 
will not be put behind interna¬ 
tional efforts to ball out Rus¬ 
sia’s economy until Moscow 
agrees at least on the principle 
of Japanese sovereignty over 
the islands at the southern end 
of the Kurile chain. 

It is not that Japan refuses 
to participate point blank in 
these efforts. On the contrary, 
officials underline the substan¬ 


tial assistance Japan has 
already given to the former 
Soviet Union, notably Its con¬ 
tribution of 32.7bn to the $24bn 
aid package promised by the 
western industrialised nations. 

But, with infinite regret, 
they find themselves obliged to 
point out to journalists cover¬ 
ing the summit that the issue' 
of the Northern Territories is 
both a question Of justice and a 
matter of national pride. 
“There Is a national consensus 
that, unless there is a solid 
political basis for relations 
between our two countries in 
the form of a peace treaty, we 


cannot- envisage the granting 
of massive economic assistance 
at the cost of the Japanese tax- 
pay er,"an official said. 

One of the areas in which 
they have demonstrated their 
reluctance to go much further 
is that of the proposed .S700m 
multilateral fund to finance 
safety measures at the 57 Sovi¬ 
et-built nuclear reactors in 
eastern Europe and. tbe former 
Soviet Union. They have made 
clear that they expect the for¬ 
mer Soviet and east European 
states to bear a substantial 
share of tbe costs before they 
will agree to contribute. 


ALL THIS loose talk, inspired 
by President George Bush, 
..over whether Russia should 
become ,an honorary member 
of an expanded GS official¬ 
dom worried. 

How do you 8jay “forget tt” to 
the Russians in a way which 
will not upset President Boris 
Yeltsin, and correct tbe 
unscripted remarks of the US 
president without actually say¬ 
ing be got it wrong? 

L The answer is to say It Is all 
rather “premature”. That is 
clearly the unanimous twist of 
: the .media manipulators in try¬ 
ing to JplI a story which was 
never supposed to run.. 

.. Mr Dieter Vogel, the wry 
German spokesman, said ft 
was obvious “from many reac¬ 
tions, hot only in' Germany, 
that this [G8] might-be a Mt 
. premature:.-.! have no doubt 
that at some point- in tbe 
future Russia might be in a 
position to join the then'<38. At 
present this Is not the case." 
That's dear enough. 

The obvious candidate to be 
number eight in the G8 has 
clearly emerged in Munich, 
however. It is the Free State of 
Bavaria. For this is not a Ger¬ 
man summit, it's a Bavarian 
one. 

. For a start, six out of eight 
world leaders attending arrived 
at the royal Residenz in 
Munich in Bavarian cars - 
BMW and Audi The only 
exceptions were Mr Bush, 
unreconstructed in-a Cadillac; 
and for some reason President 
Francois Mitterrand, who 
appeared in a rather ancient 
Mercedes 600 (from neighbour¬ 
ing Baden-Wurttemberg). 

There are strange 
of Bavarian culture all round 
the Residenz to entertain hang¬ 
ers-on at the summit So there 
are dancing men, dancing girls, 
organ grinders In straw hats! 
and the inevitable lederhosen- 
clad knee-slapping gentlemen 
doing something related to 
British Morris dancing. 

/□□□ 

Some people seem stiff to think 
there are two groups - a Gl 
and a G6. At least that, is the 
conclusion one might draw 


from the US information exer¬ 
cise, which takes place in glori¬ 
ous isolation in the Sheraton 
Hotel a good 20 minutes from 
the s ummit headquarters ami 
press centre. It means it is 
physically impossible for most 
correspondents to cover US 
briefings and those of its part¬ 
ners. Back inthe Sheraton, the 
White House' press corps is 
spoon-fed the national line, 
undiluted by any hint that the 
world is somewhat larger. = 

A US information official 
tried to explain it by saying the 
US had been refused a briefing 
room in the palace. When U 
became obvious that this was 
untrue, she suggested it was 
because “the White House 
press corps pays for it all". So 
let’s blame the press again. 

□ □ □ 

Meanwhile, down the road in 
the City Kino, something 
called Toes is taking place - 
the Other Economic Summit It 
is largely an environmental 
counter-event, to remind world 
leaders of their commitments, 
or lack of at toe Earth Summit 
in Rio de Janeiro. Delegates 
question the whole ethos qf a 
G7 meeting, too, which seeks 
to set the economic agenda for 
the rest of the world. 

■ They teem to have picked up 
a surprising ally in Mr John 
. Major, the British prime minis-' 
ter, who sought to brush up his 
' environmental credentials with 
a letter to his colleagues 
r emindin g them of just what, 
they promised to do. It “appears 
to be one of those letters more 
important in the sending (or 
the reporting of it) t h a n in the 
response, from a government 
with, a pretty thin record on 
the environmental front. 

□ □ □ ' 

And finally to the question of 
costs. Given that this tt an eco¬ 
nomic-summit, an anxious Ger¬ 
man Finance Ministry -insists' 
that it is well within its budget - 
- some DM35m (£12m). A.mis ■ 
chievous German newspaper 
(the Welt am Sonntag) calcu¬ 
lated that meant DM8,000 a 
minute of s ummit time. 


• RUSSIA needs 
money, and 
needs tt badly. 
But top of the 
list of what it 
hopes for from 
the Munich 
summit is the non-tangible 
matter or respect Russia wants 
to be seen to be important, 
indeed central, to the world. 

“We don’t expect concrete 
decisions in Munich," said Mr 
Alexander Shokhin, the deputy 
premier, in an interview yes¬ 
terday. “It's a place not for 
concrete decisions but for the 
display of political support." 

The Russian delegation 
wants the G7 to demonstrate 
that making decisions on the 
world economic process is 
impossible without Russia, 
especially in relation to those 
problems which most worry 
them, such as economic col¬ 
lapse and debt. At the same 
time, the success of economic 
reform in Russia depends on 
the world economic situation. 

“So the point which will be 
made by the Russian presi¬ 
dent.” said Mr Shokhin, "Is not 
that the G7 should become the 


G8 - but instead it will be an 
attempt to show that Russia is 
an equal industrial partner 
with these countries. Not 
equal perhaps, in its economic 
situation but equal in the 
sense that it has the potential 
to help decide on the main 
questions feeing the world.” 

As proof of the contribution 
Russia can make, he said it 
would propose three new sites 
for oil exploration to be opened 
to foreign investors. He did not 
name them, but they seem 
likely to be new areas rather 
than existing sites like the off¬ 
shore reserves at Sakhalin. 

The "headline" news of the 
grant of the first tranche of 
Slbn of IMF funds to Russia tt 
not, formally, a matter for the 
G7 - though Mr Shokhin 
stressed that the agreement 
reached between Mr Michel 
Camdessus. IMF managing 
director and President Boris 
Yeltsin, had been concluded 
under G7 pressure. The agree¬ 
ment goes before the IMF 
board next month. 

However, Mr Shokhin "does 
not exclude” the possibility 
that Mr Yeltsin will ask for 


Leaders of the Commonwealth of Independent States meeting 
yesterday in Moscow agreed to create a peacekeeping force 
modelled on the UN “bine berets”, write John Lloyd and Dmitri 
Volkov. They are also to establish a. “rouble zone** of conntrite 
using the fanner Soviet currency, how issued by the Russian 
central bank. No details were given, except that the zone is . 
designed to protect Its members from the effects of the introduc¬ 
tion of separate currencies by those states refusing to stay in the 
zone. 

The new peacekeeping force will be sent first to Moldova to 
attempt to separate the two warring sides In the conflict 
between the Moldovan military and the various forces fighting 
on the side of the self-proclaimed republic of Trans Dnestr. 

President Boris Yeltsin said CIS ministers would meet soon to 
work out the mechanisms for the force. 


debt forgiveness for a period of 
at least two years. He himself 
would prefer to ask for five 
years, a figure already mooted 
by Mr Yegor Gaidar, acting 
prime minister, in talks last 
month with Mr Jaques Defers, 
European Commission presi¬ 
dent 

“What perhaps we might say 
is that, if it takes us two and a 
half years to carry through our 
reform programme, then we 
should have debt relief for that 
period." he said. 

Among other Issues which 


Mr Shokhin said were on tbe 
Russian agenda are: 

• A programme to convert 
nuclear power stations of the 
Chernobyl type to non-nuclear 
use. Mr Shokhin said this was 
a matter which had to be dis¬ 
cussed both within the frame¬ 
work of overall energy policy. 
- “since this might, for exam¬ 
ple, involve us in. an increase 
in gas production" - and as a 
financial matter, since Russia 
might expect compensation to 
be paid if .it agreed to shut 
these reactors down. 


• An end to barriers on trade 
besetting Russian exporters. 
Mr Shokhin specifically men¬ 
tioned quotas on aluminium 
and uranium, and suggested 
that compensation-might also 
be demanded for Russia's con¬ 
tinued observance of these. In. 
the recent past, Mr Gaidar has 
asked again for an end to tbe 
Cocom rules which restrict the 
import of certain types of high 
technology .equipment into 
Russia. 

• The setting up of a perma¬ 
nent co-ordinating centre to. 
deal with foreign assistance to 
Russia - especially that chan-' 
neled through the G7 and the 
European Community. There 
have been'complaints that aid 
has been haphazard and unco¬ 
ordinated. 

Even on the assumption that 
some,, at least, of this would be, 
forthcoming, Mr Shokhin 
phlegmatically admitted that 
the growing ranks of the Rus¬ 
sian opposition were unlikely 
to credit the-government with . 
much success. .The figure of 
Slbn would be seen as too lit¬ 
tle, and .the, "anti-popular’* 
measures taken too harsh. 


However, he underlined the 
government's determination 
not to be seen to kowtow to the 
IMF. “We must Insist on this: 
that the programme Is ours 
and the measures-taken are 
those we think are, best The . 
.talks with .tbe IMF have been 
designed to fit our programme., 
to the offer of assistance from 
the IMF.: and the foreign gov¬ 
ernments. r r '■ :. 

This will not placate the crit¬ 
ics. Mr Ruslan KhasbuIatov, 
speaker of the Russian-parlia¬ 
ment and a permanent .and 
vocal detractor of the IMF pro- 
css, said jyesterday that the 
fund’s promises of support. 
were “mere rhetoric"; The G7- 
governments, he said, had 
pushed Russia- down the path 
of market, reform and “now it 
is time for them to foot the 
bill". . - - 

Nothing that the Munich 
summiteers, constrained by - 
problems at home, can do. will - 
foot such an open-endedbill as 
Mr Khasbulatov: has: in mind.. 
Mr Yeltsin’s domestic struggfes 
are not likely to be .eased after.. 
his sessfen'iWith; hjs- fellow, 
leaders tomorrow. ' ,•>.- - s'J-. 


Quentin Peel 
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By Robert Peston 

LEADING industrial countries 
have agreed to follow new min¬ 
imum standards when regular 
ting International banks, m an 
attempt to reduce banking mal¬ 
practices in the wake of last 
year's closure of the Bank of 
Credit and Commerce Interna¬ 
tional 

The main safeguard against 
a repetition of the BCCI scan¬ 
dal, which led to losses of hun¬ 
dreds of million pounds for 
depositors, is that big interna¬ 
tional banks will be policed bn 
a worldwide basis by a single 
bank regulator. ' 

In the case of BCCI, no one 
regulator took responsibility 
for vetting all of >the' banking 
group's worldwide operations, 
thereby allowing It to disguise 
the extent of the fraud it 
perpetrated. . =•• '■ ■ 

The standards were issued 
yesterday by the Basle Com¬ 
mittee on Banking Supervision 
and were endorsed by the cen¬ 
tral bank governors from the 
Group of Ten leading indus¬ 
trial countries together with 
Luxembourg and Switzerland. 

If the rules had been in force 
before the closure of BCC£ 
responsibility for supervising 
BCCI would have rested with 
the Luxembourg regulator, , 
because BCCTs domicile was in. 
Luxembourg. In other words, 
the regulator in a bank’s 
“home" country is obliged to 
take responsibility for the bank 
as a whole. The standards con¬ 
stitute a voluntary code of 
practice. However, Mr Gerald 
Corrigan, chairman of the 
Basle Committee and president 
of the Federal Reserve Rank of 
New York, was confident that 
they would be enforced. None- - 
theless he stressed that “no 
system of supervision Is fail¬ 
safe ... There is no ironclad 
protection against 1 fraud or 
deceit". 

There are four main features 
to the minimum standards: "" 

■ Any international banking 
group should be supervised on 
a “consolidated basis", taking 
account of its operations any¬ 
where in the world, by a single 
home country authority. 

■ If a bank wants to set; up 


bmiches in ajurisdickron out¬ 
side its' home country,' it will 
neetfvthe^ .amsent^bf both its 
. home country. regulator and 
. the' regulator-in, the country 
playtegi^hjbst". to the new 
branches..', - i I; - r‘ 
mA borne country supervisor 
should have ~ the - right. to 
receive information on the 
international operations of 
banksi underwits supervision: 
■ This ■wfll;jireiiuire^an ■ under- 
standiujr bn-tte gathering and 
sharingofjr^rmatibQ between 
. the hom^. country and host 
country supervisors.- ■ • 
w If ji:. ; country is.unhappy 
about tfce .inteniational super- 
viskm of a' bank whose domi¬ 
cile is, elsewhere, it .can impose 
"restrictive, ^measures” on 
branches ot; that hank bn its 
territory../. ./ : 

■Mr ^Corrigan described, this 
last cIanse-TBS the newest ele¬ 
ment in' the ■ international 
regime- of bank Supervision. He 
said these “restrictive mea¬ 
sures" could take one of a 
number of forms, ; , 

The most draconian sanction 
would be to harithe branches 
from the-territory. However, a 
bank-regulator might simply 
seta-deadline for the the bank 
, and its home country relator 
to meet acceptable s tandar ds 
Mr Corrigan said there was a 
. “middle •_ path" ■ available 
between these two sanctions. A 
regulator could allow a bank to 
set op in its territory so long 
as operations in-ibis territory 
were grouped in a separately 
capitalised subsidiary, which 
would be fenced off from, the 
rest of the banking group. 

■ Mr Corrigan hopes that bank 
regulators throughout - the 
world will adhere to the new 
standards. Copies have been 
sent to authorities in - more 
than a 100 countries and he 
hopes to.receive their approval 
at the annual meeting of the 
-International Monetary. Fund 
in France this October. 

However, he accepted that it 
would be a considerable time - 
before all hank regulators had 
sufficient resources or exper¬ 
tise to monitor an interna¬ 
tional- : banking 'group 
effectively." 

Editorial comment; page 18. 


Walesa may veto 
deal on coalition 


By Christopher Bobtnskl, 
in Warsaw 

PRESIDENT Lech Walesa 
yesterday indicated that he 
would not accept a cabinet, 
agreed at the weekend by eight 
parliamentary political parties 
- in a move likely to prolong 
the government’s five-week- 
long crisis. 

Buoyed by praise from Presi¬ 
dent George Bush, who visited 
Warsaw for five hours on Sun¬ 
day, Mr Walesa was yesterday 
preparing to by-pass the coali¬ 
tion agreement 

The parties had decided to 
propose Ms Hanna Suchocka, a 
46-year-old lawyer from the lib¬ 
eral, pro-market -Democratic 
Union as the candidate for 
prime minister. They also 
agreed most of the names for 
the various government posts. 

Ms Suchocka’s candidacy 
marks agreement between 
nationalist right-wing parties, 
the Christian Democrat centre, 
and free-market liberals who 
have Solidarity roots and who, 
until recently, have all beau in 
conflict with each other. 

Despite the feet that Ms 
Suchocka would be able to 
secure a parliamentary major¬ 
ity, unlike her predecessor Mr 
Waldemar Pawlak - who. 
offered to resign as prime min¬ 
ister last week because be was 
unable to seek a working 
majority - Mr Walesa yester- 


Cons inner prices in Poland 
rose by LS per cent last month 
compared with May. Prices are 
set to stabilise this month -as 
inflation stays within the pre¬ 
dicted 40 per rent growth fig¬ 
ure for tHs year - half of last 
year’s cost of living increase. 

day again asked Mr Pawlak to 
start appointing “interim" min¬ 
isters. MrPawlak. the ^year- 
old leader of .the PSL, or farm¬ 
ers’ party, has been in power 
for less than five weds. 

Mr Walesa’s moves suggest 
that the president fears that 
any stable, strong parliament 
could erode his -powers. 

Indeed, attempts by this 

broad coalition of-eight' parlia¬ 
mentary parties to elect Ms 
Suchocka would have meant 
that a government could have 
been formed without presides-, 
tial approval. However, any 
prime minister has to be for¬ 
mally nominated by the presi¬ 
dent A government based on 
this coalition, and with a 
majority in parliament would 
have made it more indepen¬ 
dent of Mr Walesa. 

Until now, Mr Walesa has 
exploited fends among the Soli¬ 
darity-based parties to main¬ 
tain the political initiative and 
wort: to dominate the execu¬ 
tive arm of government leav¬ 
ing parliament a- secondary 
role. 


Grundig to shed 
3,000 German jobs 


By Christopher Partes 
in Bonn 

GRUNDIG, . the German 
electronics group, is to reduce 
its workforce by -3,000 because 
of a severe decline in the home 
entertainment market 
Most of the job losses are 
expected to be incurred in Ger-, 
many, where rising labour 
costs are - hampering efforts, to 
remain competitive in the face 
of overseas competition. 

The. television factory and 
components .works in Nurem¬ 
berg, and .Ffirth are likely'to 
bear thebrunt 
At the end of last year about 
6Q per cent of the company’s 


21,000 workforce was employed 
in Germany. However, employ¬ 
ment has been rising in subsid¬ 
iaries, in Portugal and Malay¬ 
sia. where pay is lower. 

Grundig; minority-owned by. 
Philips Of the N etherlan ds and 
managed by a Dutch team, 
ann oun ced in March that it 
planned wide-ranging rational¬ 
isation measures to regain 
competitiveness. 

The two companies’. video 
recorder businesses are to be 
merged and Grundlg’s manu¬ 
facture switched from Nurem- 
. berg, to a Philips-- plant in 
- Vienna. The Grundig television 
factory in Barcelona has 
already been closed. 


Brussels moves to end Rome’s subsidies programme for Ilva 

Italian steel faces EC curb 


By Andrew Hill in Brussels 

THE European Commission is 
set to take the first step 
towards outlawing a far-reach¬ 
ing programme of state subsi¬ 
dies for Ilva, Italy’s state steel 
company, at its meeting in 
Strasbourg tomorrow. 

Mr Franco Nobili, chairman 
of DU, Dva’s state-owned par¬ 
ent, should meet Sir Leon Brit- 
tan, the EC competition com¬ 
missioner today. 

But in spite of the 
sensitivities of the case, any 
attempt to change the mind of 
the Commission is likely to be 
in vain. 

A formal procedure against 


the subsidy plan will probably 
be opened at tomorrow's full 
Commission meeting. Mr 
Filippo Maria Pandolfi, the 
Italian research commissioner, 
dropped his efforts to delay a 
decision yesterday. 

The Italian government will 
then have a set period - usu¬ 
ally two or three months - to 
convince Brussels that Its 
plans will not distort competi¬ 
tion In tbe EC market If the 
government fails, then Ilva, 
Europe's third largest steel 
producer, will have to repay 
the L350bn (£159.5m) it 
received in September when it 
absorbed Sofin, the state 
agency entrusted with eco¬ 


nomic development in 
southern Italy. Further 
tranches of aid would be 
blocked. 

Rome's attempt to justify 
support for the loss-making 
state steel company has 
already been undermined by 
the company's announcement 
of a L498bn loss a month ago. 
That ruled out the possibility 
of a stock market dotation in 
the near future - the third 
phase of a three-step pro¬ 
gramme - and aroused deep 
concern in Brussels. 

The state aid code for steel 
companies is particularly 
strict because of over-capacity 
in the EC industry. The Com¬ 


mission believes no private 
investor - the classic test in 
state aid cases - would have 
pumped money into Ilva given 
its ailing finances. Ilva has in 
turn argued that it has been 
unfairly handicapped by Brus¬ 
sels. which insisted that it 
should cany more debt than it 
wanted when Ilva took over 
the Italian state steel industry 
in 1988. 

A letter from the Italian 
government is said to be on 
the way to Brnssels, bnt com¬ 
missioners are unwilling to 
wait before mbber-stamping 
the decision, which has 
already been delayed because 
of the Italian election. 


Twelve may delay new deal for Turks 


Thousands of people celebrating the official opening of the San 
Fermin bull-running festival in the centre of the northern Span¬ 
ish town of Pamplona yesterday. The main attractions of the 
nine-day festival are. the daily enderros (ball runs), starting 
today, when hundreds of Spaniards and foreigners wind up 
all-night Trouts of drinking and. eating with a test of bravery, 
f harg hi g ahead of bulls which are let loose to run through the 
streets to the bull-ring. Dozens of people are gored each year 


By John Murray Brown 
In Ankara 

TURKEY’S failure to introduce 
human rights legislation before 
parliament went into recess 
last week could jeopardise Brit¬ 
ish efforts to secure Turkey a 
better deal with the European 
Community during the UK’s 
current six-month Community 
presidency. 

With Mr Douglas Hurd, the 


UK foreign secretary, set to 
present a special report on Tur¬ 
key in mid-July, diplomats 
believe Ankara has missed an 
historic opportunity to 
improve its human rights 
record, which has been the 
main blight on relations with 
the EC. 

The delay, with the draft 
now not due to be brought to 
parliament before September, 
represents a personal setback 


for the prime minister, Mr 
Suleyman DemireL whose elec¬ 
tion pledge “to make the police 
stations out of glass" was 
warmly welcomed by western 
governments. Since forming 
his coalition government in 
October. Mr Demirel has cre¬ 
ated a human rights min istry, 
and assigned an ethnic Kurd to 
run it, signalling a new 
approach to the long-running 
problems faced by Turkey’s 


minority Kurdish community. 
For the first time, Turkey 
encouraged open debate on 
human rights. 

The proposed amendments to 
the criminal procedure code 
- central to stamping out the 
problem of torture - came 
unstuck when ministers were 
unable to agree the treatment 
of political and terrorist 
offences, and in particular the 
period of police detention. 


When John Buchan wrote the book, Richard Hannay needed 39 steps to solve the 
riddle. Today he could call Manpower and get the job done with time to spare. 

Look at the evidence. 

At Robert Bosch Limited, a Manpower team cut 16% off the man-hours for one 
job. At Mattessons Wall’s we reduced seasonal labour costs by 12% in fresh food 
manufacture. At Colne Valley Water Limited, we completed a major data transfer project 
547,000 under budget. 

While anyone can claim to cut your costs or increase your output, Manpower actually do 
it - and you can measure the difference. Every day throughout the UK, Manpower is helping 
companies like yours. If you want to know more telephone 

your local branch, or call the Corporate Centre on 071 224 5266. You can measure the difference 




















NEWS: FRENCH TRANSPORT DISPUTE 


France may 
miss out on 
tourist record 


By Our Foreign Staff 

FRANCE’S road chaos means 
it is unlikely this year to 
achieve the hoped-for record of 
attracting 56m foreign visi¬ 
tors, outnumbering the coun¬ 
try's population for the Grst 
time. 

The French tourist industry 
says it is suffering badly Ln 
spite of reports from travel 
companies and motoring asso¬ 
ciations across Europe that the 
dispute has not stopped many 
travellers from setting off. 

Some 60 per cent of people 
who have reserved hotel 
rooms since July l have failed 
to appear, said the Federation 
Nationale de {'Industrie Hote- 
Ilere. 

The situation was “delicate, 
even catastrophic", said Mr 
Jacques The. president of the 
federation, which is asking the 
government for financial aid. 
Accor, Franco's largest hotel 
operator, said occupancy was 
down to 10 per cent in its For- 
mule l cut-price chain, nor¬ 
mally 95 per cent full at this 
time of the year. 

Euro Disney, the newly- 
opened theme park outside 
Paris, admitted the dispute 
was doing some damage. 


While its hotels had been 
“very slightly affected”, the 
impact on admissions to the 
park had been more notice¬ 
able. 

France, the world's second 
largest tourist destination 
after the US in spending 
terms, can ill afford to upset 
foreign visitors. Its tourist 
industry recorded a FFrSLSra 
(£5.26m) trade surplus last 
year, the largest of any French 
industrial sector. In Germany, 
which provided Ll.2m visitors 
last year, the largest number 
from any country. ADAC, the 
motorists' club, suggested 
tourists take circuitous routes 
to the south of France. 

It advised trippers to be cau¬ 
tious, following reports of 
attacks by lorry drivers on 
German holidaymakers trying 
to skirt truck barricades. 

In the UK, France’s second 
biggest tourist market, with 
7Am visitors last year. P&O 
European Ferries said it had 
carried 130.000 travellers to 
Franco over the weekend, the 
same number as last year. 

The Automobile Association 
said it was advising motorists 
to use minor roads, carry 
spare blankets and food and a 
good map. 


Truckers, hit by hard times, lash out 

William Dawkins explains why many lorry drivers are in a parlous state 



French soldiers use an AMX 30 tank to unblock the Lille-Paris motorway yesterday 


F RENCH truckers pro¬ 
vide a classic example of 
how it is often those 
who feel the most vulnerable 
that are prone to aggression. 

Many truckers are in a par¬ 
lous economic state likely to be 
made worse by the new driving 
regulation, under which from 
July 1 a driver is banned once 
he has clocked up six penalty 
points. 

Truckers and their employ¬ 
ers have seen freight charges 
decline and salaries stagnate 
under the impact of French 
road transport deregulation in 
1986 and growing competition 
on foreign routes. The price of 
vehicles, the main business 
cost, has risen sharply thanks 
to tougher European and 
national controls on pollution, 
noise and safety. 

The points system puts 
truckers under what they see 
as an intolerable twin pres¬ 
sure. They can no longer afford 
to ignore driving regulations 
because they risk unemploy¬ 
ment. yet they still need to 
drive at over the speed limit 
and for more hours per day 
than allowed to keep up their 
incomes. This has been felt 
more intensely in France than 
elsewhere because it has been 
slower than others like Britain 
and Germany to launch a pen¬ 
alty points system, and 
because the country and dis¬ 
tances within it are larger than 
its neighbours. 


Paris lifted state controls on 
road freight rates - with the 
support of the industry - in 
1986. Since then rates have 
fallen by an estimated 15 per 
cent as 10.000 new hauliers 
joined the market 
Today, France has 35,000 
road haulage companies, 85 per 


cent of which employ less than 
10 people. They employ 190,000 
drivers, to which can be added 
30,000 one-man outfits, com¬ 
pleting the picture of a frag¬ 
mented, cut-throat industry. . 

The surge in competition has 
boosted the proportion of goods 
carried by road in France over 


the past 10 years from 66 per 
cent to 75 per cent 

Customers have benefited, 
but. according to the FNAUT 
transport users’ federation, a 
quarter of all truck loads are 
carried at a loss for the haul¬ 
ier. 

The pressure Is reflected in 


low basic wages, averaging 
between FFr6.000 (£615) and 
FFr6.500 per month, according 
to union estimates: However,' a 
hard-working trucker can dou¬ 
ble his wage by winning pro¬ 
ductivity and punctuality 
bonuses, which is where the 
pressure to flout, driving regu¬ 


lations comes into play. 

By law, French truckers, 
must not spend more than 48 
hours per week at the wheeL 
Their weekly average is just 
over 53 hours, according to.the 
national transport council. 
Another study by SAPRR, a 
leading motorway operator, 
shows the average truck of 40 
tonnes or more travels at 98 
kmph, well over the SO kmph 
limi t. A truck is involved in 15 
per cent of French road deaths, 
estimates the SAFER. 

Mr Pierre Berdgovoy, the 
prime minister, has offered to 
suspend the use or spy-in-tbe- 
cab recorders as evidence in 
traffic offences, as a gesture to 
the truckers. Government 
negotiators believe they are 
near agreement with truckers' 
unions on a move away from 
productivity bonuses - with 
their obvious dangers - 
towards bigger wages. 

The government is also pre¬ 
pared to allow trackers who 
have lost penalty points to take 
unpaid leave to take the tests 
needed to earn back clean 
licences. 

These gestures have yet to 
satisfy the truckers. Their 
demands continue to vary 
between the total abandon¬ 
ment of the points system, to 
the establishment of special 
professional licences, with a 
higher number of points. But 
the government cannot easily 
climb down. 
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Economy counts the cost of its travails as industry starts lay-offs 


By Alice Rawsthorn in Paris 

FRANCE yesterday counted the 
economic cost of the lorry drivers' 
dispute as food and fuel shortages 
worsened and dozens of factories 
were forced to lay off workers 
because of supply shortages. 

The worst affected sectors have 
been petrol, food, farming, chemi¬ 
cals, cars, textiles and tourism, 
according to the Patronat. which 
represents French employers. Prov¬ 
ence. Rhone Alpes, the Cote d’Azur 
and Nord Pas de Calais have been 
hit hardest. 

The Patronat said it was impossi¬ 
ble to quantify the damage caused 
so far but warned that lay-offs had 
begun and that many companies 


could eventually incur "huge 
losses". 

Small companies are particularly 
vulnerable. Mr Lucien Rebuffel, 
chairman of the French small com¬ 
panies’ federation, said many busi¬ 
nesses were running short of parts. 

Rockwool, a specialist chemical 
company at Saint-Eloi-les-Mines in 
Puy-de-Ddme with 90 employees, 
was partially shut down yesterday 
because it was receiving only 10 of 
its usual 85 daily lorryloads of sup¬ 
plies. Mr Gilbert Cattin, a director, 
said a shutdown would cost 
FFr500.000 (£51.500) a day. 

French business is unlikely to be 
able to claim insurance as compen¬ 
sation for any losses. There is also 
concern about longer-term cash¬ 


flow, particularly among small com¬ 
panies. 

Some companies are concerned 
that foreign competitors will take 
advantage of their problems to 
poach their contracts. Mr Vincent 
Ginestet. chairman of Motolita- 
France, a motor parts maker in Bor¬ 
deaux, said: “Unless we can make 
our usual deliveries to our US cus¬ 
tomers this week they will find 
other suppliers." 

The impact on consumers also 
grew yesterday. There were reports 
of garages rationing petrol in Toul¬ 
ouse and Lille and in southern rural 
regions. There were also reports of 
fresh food shortages, mainly in 
small shops. 

The huge wholesale fruit and veg¬ 


etable market at Arnavaux, north of 
Marseilles, received deliveries from 
only three tomes yesterday, rather 
than the 60 torrytoads It would 
expect on a normal Monday. 

France's importance as a transit 
country for goods travelling 
between other European states 
threatens to extend the effects. 
Spain and Portugal are particularly 
vulnerable. Italy is also badly 
exposed because Austria and Swit¬ 
zerland, the main alternatives to 
France as points of entry, tightly 
restrict heavy goods traffic. So far, 
sufficient traffic seems to be getting 
through France to have averted an 
immediate crisis. The effects on 
European industry have also been 
cushioned because businesses have 


been able to draw off stocks. But 
there is growing concern among 
European countries: . 

• Br itain- The British manufactur¬ 
ing arm of Peugeot, the French car 
maker, re-started operations yester¬ 
day after being left temporarily 
short of components. The search for 
alternative transit routes has led 
many UK hauliers to switch to the 
Benelux countries. P&O European 
Ferries said 50 per cent of the 
freight normally carried on- its 
Dover-Calals route had switched to 
the Belgian port of Zeebrugge. - 

• The Netherlands: Dutch compa¬ 
nies have suffered damages exceed 1 
ing FI 250m (£753m) in lost sales 
and ruined goods, according to the 
EVO group, representing 40,000 


Dutch companies. The organisation 
suggested members might fshiit 
freight to France, Spain and Portu¬ 
gal to coastal freighter. The Dutch 
Railway has also reported a sharp 
increase in demand for space on 
freight trains to France. : 

• Belgian): The Renault car fac- 
tor; at Vilvoorde temporarily 
suspended 1*500 employees from a 
workforce of 3,800 as a result of 
supply shortages. Mr Guy Coeme,, 
the Belgian transport, minis ter, has 
written to his French counterpart to 
lay the groundwork for possible 
compensation claims.-by Belgian 
companies. 

• Germany: A-handful of ; German 
tracks managed to escape the 
French gridlock and return -home 


. yesterday thanks to police efforts to 
break the blockade, according to the 
BDF road transport industry associ¬ 
ation. However, between 500 and 
800 German-registered lorries are 
still stuck. 

.• Spain: The dispute has cost 
Spanish companies more than 3bn 
pesetas (£L6.4m) in agricultural 
exports and lost revenue from tour¬ 
ism. the government said yesterday. 
Some 500 Spanish trucks are 
stranded in France leaving 10,000 
tonnes of fresh fruit and vegetables 
to rot. 

Additional reporting by Richard 
Tomkins in London, Ranald van de 
Krol in Amsterdam, Andrew Hill in 
Brussels and Christopher Parkes in 
Bonn. 
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Pair/t. The.sun rises on the island of Java, shining down on a.train travelling the Surabava- 
Kertosono line. The truck circuits are ours. A fete hours later, the same sun rises over otir 
potrer station at Mers t'J lludjadj. Algeria. And. later still, urer ourgeo thermal plants in 
Middletown. California.Hour after hour, the sun rises over our achievements in 70 
countries. In .‘10 of these ire hare established sales and production organizations. H e at 
Ansaldtt are world leaders in cfectromccfianirs: ITr knowhow to combine advanced design 
and constructional ability, fle.cib/y..Tha/'s how we are able to supply specific solutions for 
industry, power and transportation. Fields united by a common strategic vision, based on 
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NEWS: WORLD TRADE 


DlltS Financing fixed for third section of Algeria-Italy pipeline 


in 


By Sartta Kendall In Quito 

THE future of. the Andean 
Pact, grouping Venezuela, Col¬ 
ombia, Ecuador, Bolivia and 
Peru, appears uncertain follow¬ 
ing the Bolivian governments 
overtures to a southern cone 
common market. 

The government of President 
Jaime Paz Zamora said that 
Bolivia, which has lower tariffs 
than the other Andean coun¬ 
tries, “may well" seek full 
membership of Mercosur, the 
proposed customs union.group¬ 
ing Brazil. Argentina, Para¬ 
guay and Uruguay. Such a 
move, reflecting Bolivia's 
growing economic links with 
the the Mercosur countries, 
would require it to withdraw 
from the Andean Pact,. . 

Venezuela's decision to. 
break diplomatic relations with 
Peru, because of April's sus¬ 
pension of the constitution, 
has also halted negotiations 
over tariffs and compounded 
failures to define a common 
external tariff. Peruvian gov¬ 
ernment ministers have 
acknowledged the possibility 
that Peru could withdraw uni¬ 
laterally from the pact, while 
Colombia and Venezuela have 
put their own free trade area 
into effect . 

In Ecuador, the new govern¬ 
ment of Mr Sixto Duran 
- which takes power on 
August 10 - does not have the 
political commitment to the 
Andean pact of the current 
president, Mr Rodrigo Boija. If 


E^m withdraws from the pact, 
it is likely that Ecuador will 
move closer to Colombia and 
•Venezuela,; (he twoAndean 
partners with. which it con* 
ducts most of its non-oil trade. 

Although Ecuador did not 
Join the Andean free trade area 
on July 1 as planned, it has 
reduced import tariffs even fur¬ 
ther rates now. vary tram 2 per 
cent to 17 per cent.- with a 
higher level for vehicles, com¬ 
pared to the pact range of 5 per 
cent to 20 per cent.' 

Colombia has agreed to most 
of. the tariff, exceptions 
demanded by Ecuador on the 
basis of its relatively undevel¬ 
oped economy. While its more 
industrialised neighbours want 
higher tariffs to protect the 
domestic production of capital 
goods' .and .agro-chemicals. 
Ecuador heeds to import these 
items as cheaply as possible. 

Experts say the difficulty in 
accepting the common external 
.tariff .could be overcome if 
members, were really commit¬ 
ted to make the pact work. 
This commitment, which 
existed six months ago when 
. the Andean presidents met in 
Caxtagena, now seems to have 
evaporated The Andean pact's 
function Is how limited to con¬ 
solidating the free trade area.~ 
But intra-regional .trade only 
accounts for a small part of the 
Andean countries' total 
imports and exports. All five 
nations place emphasis on. 
bilateral agreements with the 
US and European countries. 


Japanese, Belgians to 
develop Suez Canal 


By Shahira Idris In Cairo 

PE NT A Ocean Construction of 
Japan and the Belgian compa¬ 
nies Dredging International 
and Jan de Nul have won con¬ 
tracts worth Y3bn .($24m) and 
S 80 m respectively to develop 
the southernmost section of 
the Suez Canal. 

Work will entail the final 
stage of the Suez Canal 
Authority's plan to expand the 
waterway to allow passage of 
vessels of up to 56ft draught, 
and to accommodate tankers of 
180 , 000 - 200,000 dwt, against the 
present limit of 150,000 dwt 

Dr Abdel Hamid YUssef, 
director of tbe Canal Authori¬ 
ty's Engineering Department, 
said Penta Ocean would be 
involved only in expanding the 
width of the Canal from 160' 
metres to ISO metres, covering 
a 9km area in the Small Bitter 
Lakes zone, over 15 months. ' . 

The work to. be undertaken 
by the Belgian companies 
involves widening and deepen- . 
mg the waterway. 



It will cover a 12km area, 
expanding the width of the 
canal from 160 metres to 205 
metres, together with, deepen¬ 
ing the waterway by five 
metres from the present depth 
of 20 metres. 


World tyre industry 
‘poised for recovery’ 


By John Griffiths ■ . 

THE WORLD tyre industry, 
with a $53bn annual turnover, 
is poised for recovery after 
making Slbn collective losses 
in the past two years, a study* 
by the Economist Intelligence 
Unit says. 

Provided the still-tentative. 
US car market recovery is con¬ 
solidated. the industry could 
earn profits above gljjbn next 
year, the study concludes. 

It forecasts that Bridgestone, 
Japan's biggest tyre maker, 
whicb bought Firestone of the 
US for $2.6bn in 1988, will raise 
its market share in Europe and 
North America, as Japanese 
vehicle makers continue to 
expand their “transplant" man* 
ufacturing operations. Good¬ 
year of the US, already back in - 
profit, will also gain market 
share in Europe. Michelin of 
France, with potential to gain 
ground in the US after its 
S750m acquisition of Uniroyal 
Goodrich in 1990. risks losing 


share in Europe, where it is 
market leader, Mr Philip 
Wylie, the report’s author, 
says. 

The industry’s improved 
financial prospects are seen as 
largely due to its success in 
imposing much-needed price 
rises on the replacement tyre 
mar ket. “But it seems likely 
the original equipment sector 
will follow as the recession 
lifts, and vehicle makers have 
more funds at their disposal.” 

The industry still has sub¬ 
stantial over-capacity. While 
car production is expected to 
rise, raising tyre demand over 
the next few years, this will be 
partly, offset by other factors, 
among them growing environ¬ 
mental concern, making perfor¬ 
mance vehicles less attractive 
and tyre replacement less fre¬ 
quent 

* World Tyre Industry: Back 
from the Brink. Special Report 
2307. Economist Intelligence 
Unit, 40 Duke St, London WIA 
1DW. £395l$585 
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By Nell Buckley 

FINANCING for the $ 260 m 
third section of a new Algeria* 
to-Italy gas. pipeline, to be 
built by Transmediterranean 
Pipeline Co, has been com* 
pleted after eight banks have 
agreed to underwrite the ven¬ 
ture. 

Transmediterranean, a Jer¬ 
sey-based venture between 


Snam, the gas and petroleum 
subsidiary of ENI, Italy's 
state-owned energy group, and 
Sonatrach, Algeria's state- 
owned hydrocarbons company, 
Is building the pipeline beside 
an existing pipe from Algeria, 
through Tunisia and the Sicily 
Channel, to Italy. Snam has 
been buying gas from Sona¬ 
trach since 1983 and is con¬ 
tracted to buy 530bn cn m by 


2019, one of the world’s big¬ 
gest energy supply pacts. 

Morgan Grenfell has been 
working since October to 
bring eight banks together to 
finance tbe third section of the 
pipe, through the Sicliy Chan¬ 
nel, where work is due to 
begin soon. The two facilities 
comprise a S200m Italian 
buyer credit guaranteed by 
SACE, the Italian export credit 


agency, and a S60m commer¬ 
cial loan. Financing was 
secured for the trans-Tunisian 
section last year, and financ¬ 
ing for the $4 00 m Algerian 
section is expected to be in 
place by the end of this year. 
The pipeline will contribute 
significantly to Italy's energy 
needs. 

• Mark Nicholson writes; 
Azerbaijan yesterday agreed to 


join Kazakhstan and Oman as 
a founding partner in a joint 
venture to build a crude oil 
pipeline from Kazakhstan's 
Tengiz oilfield. The group will 
be called the Caspian Pipeline 
Consortium, in which all three 
governments will have an 
equal share. 

The consortium will design, 
finance, build and operate a 
pipeline to enable exploitation 


of Tengiz, thought to have 
reserves of 6bn-9bn barrels of 
oil. Eight possible routes have 
been outlined, but no talks on 
right of passage have yet been 
opened with Kazakhstan's 
neighbours. Oman will 
arrange all project debt financ¬ 
ing, while the two former 
Soviet republics will contrib¬ 
ute petroleum to provide 
credit support. 


US investors join the east European goldrush 


A S THE realisation dawns on 
US companies that the Cold 
War is truly over, eastern 
Europe is drawing some of America's 
largest investing commitments. 

Americans were not immediately 
interested, as eastern Europe was first 
developing its bent for capitalism, 
but, since the break-up of the Soviet 
Union, they have “rushed forward" to 
become the largest investor in the for¬ 
mer east bloc, says Mr Mark Dixon, 
editor of East European Investment 
Magazine, the New York-based publi¬ 
cation that tracks US investment. The 
disclosed value of US investments in 
the area in. the last quarter of 1991 
and the first quarter of 1992 was more 
than $2bn, Mr Dixon adds. 

But that does not include US invest¬ 
ment in east Germany, where, since 
the privatisation agency Treuhand 
has concentrated efforts on the US, 
investment has grown apace. US 
Investment in east Germany stands at 
over Slbn, pairing the US the third 


largest investor in terms of the value 
of commitments, including 46 transac¬ 
tions with 32 US companies. Some 120 
other companies have set up 
operations in east Germany through 
franchises, branch offices or produc¬ 
tion facilities on greenfield sites. 

Treuhand's New York office, which 
opened last November and is Its larg¬ 
est outside Germany, has helped more 
than 200 US companies identify suit¬ 
able possible acquisitions and led 
more than 40 of these into serious 
negotiations. About half of those who 
reach advanced talks are expected to 
complete investments. 

In competing with east European 
countries for investment dollars, Mr 
Christoph Urban, head of Treuhand's 
New York office and a 20-year veteran 
of Siemens, emphasises Germany's 
stable social-political environment 
and strong currency, that $ 100 bn is 
being pumped into east German infra¬ 
structure. and Treuhand's available 
subsidies. East Germany, Mr Urban 


says. Is “a back-door entry" for those 
who want a foothold in east European 
markets. 

US companies that have made 
investments through Treuhand say 

German links with the 
Midwest have helped 
win American 
investment in the former 
communist bloc. 

Barbara Durr reports 


their motivation was to capture mar¬ 
kets in eastern Europe as well as east 
Germany. For example, while having 
plants in the Netherlands and France. 
Minneapolis-based Medtronic, the 
world's largest maker of heart pace¬ 
makers. acquired the east German 
pace-maker company Tur, which had 
supplied the product to the east bloc. 


Yet, while Treuhand is credited gen¬ 
erally with fulfilling its promises and 
handling negotiations well, US compa¬ 
nies say bumps can develop along the 
way. An official at Illinois Tool Works 
said that, while Treuhand responded 
quickly to its initial interest, the 
agency took "a long time to come up 
with a signable agreement". Only 
after the company pulled a few politi¬ 
cal strings in west Germany did it 
acquire Treuhand's full attention. But 
it was now happy with its deal. 

Similarly. Daniel Industries of 
Houston, a leading maker of metering 
equipment for gas and oil. found 
delays when it came to Treuhand 
clearing up ownership of the land on 
which its desired acquisition sits and 
clarifying incentives, particularly 
regarding training. Other investors 
have confronted problems, though 
none apparently so difficult that they 
have abandoned negotiations. 

Mr Urban and the others trawling 
for US Investment are especially 


drawn to the Midwest, the nation's 
industrial heartland. Key Midwestern 
industries such as car manufacture, 
with their extensive supply chains 
and sophisticated, machine tools, are 
of particular interest to countries 
seeking to gain industrial strength. 

Treuhand is also attracted to the 
Midwest because of the region's large 
number of German descendants. 
“There are strong German links," Mr 
Urban says, “it is said there are 900 
German-rooted companies in the Mid¬ 
west.” 

A similar association has been vital 
for Poland’s attraction of US invest¬ 
ment. Poland led all its former east¬ 
ern European allies in attracting US 
investment during the last quarter of 
1991 and the first quarter of 1992. 
While a detailed breakdown of US out¬ 
flows to Poland is not available, 
investment experts believe a sizeable 
amount comes from Polish 
Americans, about lm of them in the 
Chicago area. 


Lufthansa, Japan Airlines 
and Nissho Iwai, 
welcome on board. 


Lufthansa, Japan Airlines and Nissho 
Iwai take a seat with DHL. 

DHL International reinforces its alliance with 
Lufthansa, Japan Airlines and Nissho Iwai Under 
the new partnership each has increased its share¬ 
holding in DHL International. The move hardly 
comes as a surprise. DHL is the acknowledged 
global leader in the express delivery of docu¬ 
ments and packages. Who better to share this 
position than two of the world's 
most respected airlines and 
a major trading group ? 

Service is alL 
DHL Worldwide 
Express thrives on 
the service it offers 
its customers. The 
efficiency and flair of 
each DHL employee is 

concentrated towards the __ 

mg essential packages around the world — quickly 
and safely. Currently, 26,000 men and women in 
over 200 countries provide vital services every 
day. More than 8,000 owned and operated vehicles 
from 1,350 service centres handle the express 
deliveries of nearly one million customers worldwide. 

The Europe-Asia-USA triad. 

80 % of world trade is between Europe, Asia and 


the USA. Needless to say DHL is well established 
in each area. For short-haul routes, it uses its 
own airplanes. For intercontinental flights it 
calls on leading airlines — including Lufthansa 
and Japan Airlines — and will continue to do 
so in the future. 

The partners: Why they said yes. 

It’s only normal that a service-oriented company 
should look to other service companies as potential 

partners. The reputa¬ 
tion for excellence of 




goal of deliver 


each of DHL's part¬ 
ners strongly moti¬ 
vated its choice. To 
make sure everyone 
made the right 
choice, they agreed to 
give their final answer 
after a two-year trial 
period. The response was unanimous: Yes! 

And what it means to you the customer. 
Faster service, better airport facilities, smoother 
ground distribution systems, more investment 
in vital information services; the benefits to the 
customer are clear. They will also grow in the 
near future, allowing customers to pick and choose 
from a wider selection of services. It’s true now and 
it will be even more so in the future. 



You couldn’t express it better. 


DHL Worldwide Express is composed of DHL International Ltd. which serves all locations outside the US. 
and its territories, and DHL Air ways Inc, which serves all locations within the U.S. and its territories and their agents and affiliated companies 
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Bombay’s foreign banks under fire 


By David Housogo and 

Shiraz Sidhva in New Delhi 

INDIA'S leading foreign banks 
were yesterday thrust to the 
Forefront of the Bombay finan¬ 
cial scandal when a central 
bank report claimed that con- 
troversial securities market 
trading had been concentrated 
in their hands and in those of 
four brokers now under arrest. 

The report prepared by 3 
committee under Mr R. Janak- 
iraraan. deputy governor of the 
Reserve Bank of India, said 
that Citibank. Standard Char¬ 
tered. Bank of America and 
AN 2 Grindlays Bank 
accounted for 67 per cent of the 


transactions in the interbank 
securities market. 

The report says about two 
thirds of the transactions 
passed through the hands of 
brokers rather than being han¬ 
dled directly by the banks 
themselves. Of the transac¬ 
tions in which brokers were 
intermediaries, a fifth were 
accounted for by Mr Harshad 
Mehta, Mr Bhupen Dalai. Mr 
HIten Dalai and Mr V B Desai. 
All four men now race fraud 
charges. 

The report makes no specific 
charges against the foreign 
banks. But the Reserve Bank 
over the weekend ordered a 
special audit of the four insti¬ 


tutions. Citibank accounted for 
23 per cent of the 58.000 trans¬ 
actions since April 1991, Stan¬ 
dard Chartered 18 per cent. 
Bank of America 16 per cent 
and ANZ Grindlays 8 per cent 

The report points to wide¬ 
spread deficiencies in the inter¬ 
nal control systems of both for¬ 
eign and domestic banks. It 
says that in 20 per cent of the 
transactions book entries 
between banks failed to match. 

The committee makes clear 
that it thinks this would not 
have happened if banks had 
dealt directly with each other 
rather than through brokers. It 
says that the mismatching 
“could not have occurred if 


cheques paid and received for 
transactions in securities and 
other documents had been 

directly exchanged between 
banks and also if bankers' 
cheques had not been credited 
to brokers accounts... " 

ANZ Grindlays has, under 
Reserve Bank instructions, 
made provision for more than 
Rs5bn i£92ra) for a cheque 
issued to National Housing 
Bank that it credited to the 
account of Mr Mehta. 

The report says that some 
institutions recorded large pay¬ 
ments as call money placed 
with other banks. “However, in 
the books of the receiving 
banks there is no record of any 


call money accepted but 
instead the amounts have been 
credited to individual brokers' 
accounts." the report says. 

Laying the ground for what 
may emerge as another scan¬ 
dal, the report points to abuses 
of the government's privatisa¬ 
tion programme. It says that 
public sector shares sold to 
state owned financial institu¬ 
tions were re-sold in collusive 
deals between the institutions 
and brokers. 

Dr Manmohan Singh, the 
finance minister, said yester¬ 
day that the government 
intended to appoint soon a 
“strong" supervisory agency to 
monitor the banking system. 


Jordan legalises 
political parties 
after 36-year ban 


By Lamis Andoni in Amman 

JORDAN'S parliament has 
authorised political parties for 
the first time since they were 
banned by King Hussein 36 
years ago. 

The law passed late on Sun¬ 
day represents a further move 
to democratise Jordan's politi¬ 
cal system under the Hashem¬ 
ite monarchy, in a process 
launched bv King Hussein in 
1989. 

The new law states that par¬ 
ties must have at least 50 foun¬ 
ding members and can be open 
to anyone over 18 years of age. 
All parties must agree to work 
withio Jordan's constitution. 

The law was backed by 43 of 
the 52 members of Jordan's 
lower house present for the 
vote. The kings turn-about 
over political parties reflects 
his hopes of containing oppo¬ 
nents of the peace talks with 
Israel and of undercutting the 
influence or Jordan's Moslem 
Brotherhood. 

The Brotherhood emerged as 
the most influential organised 
group in the 1989 elections, the 
first fur more than two 
decades, winning a third of 
Jordan's parliament's 80 seats. 

The king is trying to weaken 
the hold of Islamic groups on 
political life by offering secular 


political movements a chance 
to organise for the next round 
of elections, due later this year. 

The government also hopes 
that a potential coalition of lib¬ 
eral. leftist and nationalist 
groups could help absorb a 
popular outcry if the peace pro¬ 
cess led to a compromise unac¬ 
ceptable to Palestinian and 
Jordanian nationalists. 

King Hussein is thus revers¬ 
ing a pattern he started him¬ 
self in 1957 when he forged a 
de facto alliance with the con¬ 
servative Moslem Brotherhood 
to counter his radical Arab and 
Palestinian rivals. As a result 
the Brotherhood was tolerated, 
while other parties were forced 
to go underground. 

The government and secular 
politicians have recently con¬ 
cluded that allowing political 
parties could help prevent the 
sort of turmoil threatening 
Algeria. 

“We do not want to be forced 
to sacrifice democracy to pre¬ 
vent the Islamists from taking 
over." said one Jordanian offi¬ 
cial. referring to the Algerian 
authorities' decision to annul 
general elections last January 
in the face of a certain victory 
for the Islamic Salvation Front. 

The law stipulates that par¬ 
ties may not receive funding 
from abroad. 



Workers unload pumpkins at Delhi's main fruit and vegetable market, where a nationwide lorry 
owners' dispute has brought severe shortages and soaring prices. The strike, which is aimed at 
forcing the withdrawal of local taxes levied at state border posts, yesterday entered its sixth day 


Pretoria rebuked over 
policy on violence 


By Michael Holman 

in Johannesburg 

A JUDICIAL commission 
yesterday sharply rebuked the 
South African government for 
ignoring its recommendations 

and jeopardising efforts to curb 
political violence. 

In a blunt warning to Presi¬ 
dent F W de Klerk. Judge Rich¬ 
ard Goldstone, who heads the 
official commission of inquiry 
into township violence, made 
clear that the government's 
authority could be undermined 
If it failed to tackle the Issue. 

He listed proposals which 
had either not been followed 
up by the government, or had 
been inadequately imple¬ 
mented: “To ignore its (the 
commission) recommendations 
can only be calculated to 
diminish if not destroy the 
credibility and effectiveness 
not only of the commission but 
also of the government" 


Judge Goldstone read his 
statement at the preliminary 
hearing into last month's Boi- 
patong massacre tn which 42 
people died. 

He stressed that the Commis¬ 
sion had received "no evidence 
... which in any way justifies 
allegations of any direct com¬ 
plicity in or planning of cur¬ 
rent violence" by President de 
Klerk, his ministers, or “any 
highly placed officer" in the 
security forces. 

In the absence of such evi¬ 
dence, such allegations “are 
unwise, unfair and dangerous,’' 
the judge continued, in what 
seemed an implicit refence to 
accusations made by Mr Nel¬ 
son Mandela, the African 
National Congress leader and 
other political leaders. 

But he went to deliver a 
forthright attack, on the gov¬ 
ernment’s response to the com¬ 
mission’s work. 

He noted that a government 


“must be able to demonstrate 
that it has full control of its 
security forces" if it is to com¬ 
mand support. Whether or not 
members of the former count¬ 
er-insurgency unit called Koe- 
voet. bow part of the police 
force, were involved in the vio¬ 
lence. "the very existence of 
such a group in South Africa 
in 1992 is calculated to cause 
yet further distrust." 

Examples of commission 
recommendations that had 
been ignored included fencing 
and monitoring hostels, source 
.of much township tensions, 
and ending deployment of 32 
battalion, which has a reputa¬ 
tion for brutality, in black 
townships. 

Recommendations banning 
carrying of arms in public had 
been “partially but inade¬ 
quately implemented", he said. 
• Six thousand striking work¬ 
ers at Toyota’s Durban plant 
were dismissed yesterday. 


Poll victory 
for SDP 
in Nigeria 

NIGERIA'S Social Democratic 
party won control of the new 
dvfljan House of Representa¬ 
tives and military President 
Ibrahim Babangida yesterday 
told the army to support it, 
Reuter reports from Lagos.. 

With 95 per cent of seats 
declared for the 593-member 
lower chamber. National Elec¬ 
toral Commission figures 
released in the capital Abuja 
gave the SDP 305 seats. It was 
two -seats short of a majority 
in the Senate, the upper cham¬ 
ber. 

UN confident 

United Nations officials yester¬ 
day were confident Iraqi 
authorities would eventually 
give UN weapons inspectors 
access to Baghdad's Ministry 
of Agriculture and Irrigation, 
reports Mark Nicholson, Mid¬ 
dle East Correspondent 

The UN team is .understood 
to be seeking documents con¬ 
nected with Iraq’s chemical 
weapons programme. 


Jakarta reforms 
a blow to donors 


By. William Keeling in Jakarta 

A LONG-AWAITED package of 
economic deregulation 
unveiled yesterday by the Indo¬ 
nesian. government failed to 
effect .many of the changes 
requested by donors. The 
donors meet on July 16 in Paris 
to pledge financial -aid to the. 
country. 

Steel imports are to be liber¬ 
alised but reform-in other sec¬ 
tors was conspicuously absent 
Donors, including the World 
Bank, had argued for restric¬ 
tions on the import of wheat 
sugar and cement to be modi¬ 
fied and for market forces, not 
the government, to set domes¬ 
tic prices:- 

“The time is not ripe for der¬ 
egulation [in wheat, sugar and 
cement]," said- Mr Radius Pra- 
wiro. senior economics minis¬ 
ter. State and politically well- 
connected private companies 
enjoy, virtual monopolies over 
the three sectors. . ■J’ • 

Donors are still mepected to 
pledge about $4.8bn (E2£bn) to 


Indonesia for the year ahead 
biit are likely to seek govern¬ 
ment reassurance that the pace 
of economic reform wifi be 
enhanced. They will find cheer 
in export figures for the first 
four months of the year which, 
excluding oil and gas, show a 
24 per cent rise over 1991 to 
$6.5bn. 

The new rules governing 
steel imports allow companies 
to import directly, instead of 
having to seek the approval of 
the state-owned Krakatau Steel 
company. Krakatau, with a 
2.5m tonne a year capacity, 
dominates the sector and, 
bankers say. is subsidised by 
government. 

However, the company only 
operates at about 70 per cent 
capacity and the change in reg¬ 
ulations should ease supply 
constraints and cut the price of 
steel in the domestic market. 

The deregulation package 
also replaces non-tariff barriers 
with tariffs on more than 200 
products ranging from batik 
material to mineral water. 




NEWS: AMERICA 


NY governor agrees to nominate presidential candidate 

Cuomo to back Clinton 


By George Graham 
J n Washington 

NEW YORK Governor Mario 
Cuomo yesterday agreed to 
give the formal nomination 
speech for Governor Bill Clin¬ 
ton of Arkansas at next week’s 
Democratic convention. 

Mr Clinton, who has had 
more than his share of feuds 
with fellow Democrats during 
the US presidential primary 
season, has thus made sure 
that at least one of his running 
squabbles will be smoothed 
over in time for bis big 
moment, when the party will 
anoint him as its candidate in 
the November 3 election. 

Mr Cuomo’s shadow has 
loomed large over the Demo¬ 
crats this year. His partisans 
hoped he would run in the pri¬ 
maries himself; when he did 
not. they began to plot ways to 
draft him as candidate at the 
convention. 

By winning his agreement. 
Mr Clinton has taken a signifi¬ 
cant step towards building the 
party unity which the Demo¬ 
crats have traditionally found 
so difficult to achieve. 


With 57 per cent of the con¬ 
vention delegates committed to 
voting for him, Mr Clinton is 
assured of the nomination, but 
the presumptive presidential 
candidate cannot yet boast 
solid support from his fellow 
Democrats. 

Of the defeated Democratic 
primary contenders, only Sena¬ 
tor Tom Harkin of Iowa has 
formally endorsed the victor, 
and several Democratic heavy¬ 
weights. including Governors 
Ann Richards of Texas, Robert 
Casey of Pennsylvania and 
Lawton Chiles of Florida, have 
been notably unenthusiastic 
about their fellow Democratic 
governor. 

But Mr Cuorao's absence 
from the convention, which 
will take place in his home city 
of New York, would have been 
a particularly glaring signal of. 
disunity. 

Democratic party managers 
now hope Mr Cuomo can 
match his eloquence at their 
1984 convention, when he 
enthralled the audience with a 
dramatic indictment of the 
Reagan presidency. 

Although Mr Clinton's opin- 



Clinton: feuds 

ion poll showing has recently 
shown a modest revival - 
some polls last week showed 
him leading both independent 
challenger Mr Ross Perot and 
President George Bush - he 
still clearly needs a successful 
convention to bolster his frag¬ 
ile candidacy. 


Cuomo: eloquence 

Mr Cuomo's selection to 
nominate Mr Clinton should 
also quell lingering speculation 
that the Arkansas governor 
might pick him as his vice- 
presidential running mate. Mr 
Clinton is expected to 
announce his choice for the 
role this week. 


Collor goes on 
counter-attack 


By Christina Lamb 
in Rio de Janeiro 

BRAZIL'S President Fernando 
Collor has launched a counter¬ 
offensive against tlie flood of 
corruption allegations threat¬ 
ening his political future. 

Drawing on his two main 
assets - the respect com¬ 
manded by Mr Marcilio 
Marques Moreira, the ecouomy 
minister, and his own market¬ 
ing skills - Mr Collor hopes to 
win over what he calls ''the 
silent majority" and thus resist 
pressures by the media and 
political opponents for his res¬ 
ignation. 

Documents emerged on Sun¬ 
day further linking Mr Collor 
to "Mr Paulo Cesar Farias, the 
businessman under congressio¬ 
nal investigation for alleged 
extortion, and purporting to 
show that deposits averaging 
853,000 (£28,000) a month have 


been made into the account of 
the president's secretary by a 
company owned by Mr Farias, 
The money was allegedly used 
to pay Mr Collor's household 
expenses. 

To show his defiance In the 
face of the latest accusations 
Mr Collor resumed his tradi¬ 
tional Sunday run, after a 
break of six months. The mes¬ 
sage printed on his T-9hirt was 
"Don’t talk about crisis. 
Work!" 

He has also begun sending 
out daily handwritten notes 
referring to the existence of a 
“syndicate of coup-makers" 
whom he accuses of “irrespon¬ 
sible anarchism”, insisting 
they will not succeed in forcing 
him out of office. 

In the meantime Mr Moreira 
is taking every opportunity to 
predict good economic news, 
despite little evidence of 
improvement, and has relaxed 



Collor: defiant 

restrictions on consumer credit 
to stem complaints about the 
recessionary effects of the gov¬ 
ernment’s tight monetary poi- 
icy. 

Predicting economic growth 
this year of 2-3 per cent. Mr 
Moreira says real interest rates 
will fall next month. He insists 
that the political crisis is not 
damaging the economy. 


Moreira: respected 

“The allegations of Sunday, 
the speculations of Monday 
and the rumours of Thursday 
will not affect the functioning 
of the country because this 
government has withdrawn 
from the economy, no longer 
fixing prices or regulating 
everything, and allowing it to 
function independent of politi¬ 
cal problems," be said. 


Duran considers his agenda 

Santa Kendall on the problems facing Ecuador’s president-elect 


A WIDE margin of victory in the, 
second round of presidential elec¬ 
tions on Sunday should give Ecua¬ 
dor’s president-elect, Mr Sixto Duran Bal- 
len, the leeway to embark on the 
campaign goals he set himself. 

Mr Duran’s main campaign promise was 
to pursue the goal of “national consen¬ 
sus”. He also pledged to introduce mar-: 
ket-oriented policies to escape economic 
stagnation and dependence on ofi. 

But while his 15 percentage point vic¬ 
tory should help him pursue these aims in 
the early part of his four-year term, a more 
lasting consensus will come under severe 
pressure from Ecuador's traditional 
regional, political and racial divisions. 

Mr Duran. 70. was bom in Boston while 
his father was serving in Ecuador’s diplo¬ 
matic corps. An architect and former cabi¬ 
net minister, he earned a reputation for 
public works as mayor of Quito. In order 
to run for the presidency he had to leave 
the Social Chris tian party, which he had 
helped to create but which fielded his 
opponent in the second round. Mr Jaime 
NeboL Mr Duran founded the Republican 
Unity party, which won only 12 of the 77 
seats in congress. 

The vice president-elect, economist Mr 
Alberto Dahik of tbe Conservative party. 


adds five more seats to tbe parliamentary 
alliance. He is expected to be a stronger 
influen ce on economic policy than previ¬ 
ous vice presidents and shares Mr Duran’s 
desire for market-oriented reforms. 

Looking pleased and relaxed as he 
scanned the regional voting results which 
gave him victory in 19 of the 21 provinces, 
Mr Duran stressed the need for 
multi-party agreement He must negotiate. 
the support of at least two more political 
parties to have a small majority in con¬ 
gress, and though this may be easy at tbe 
beginning of the government it will 
become more difficult in his second two 
years. 

M r Duran's immediate worry will 
be the economy, especially the 
steady but high inflation rate of 
50 per cent and the large budget deficit 
Devaluation, as well as increases in the 
price of petrol transport and other ser¬ 
vices, are some of tbe unpopular measures 
he will have to take in the first weeks of 
government 

The role of the state will be reduced: “I 
believe it should be a regulator, but' the 
state is a bad administrator - look at oor 
railways," said Mr Duran. “We can do lot 
with private sector contracts, for example 


in the maintenance of roads, in housing 
and in the provision of water and sewer- 
. age. This will generate employment and 
reduce costs.” 

The present government made little 
progress on rescheduling the $ 12.3b n for¬ 
eign debt, about half of which lies with the 
commercial banks. Mr Duran plans to 
increase debt swaps and “use the debt as a 
factor for development". 

' As part of the liberalisation strategy, the 
new administration needs to attract for¬ 
eign investors: “Foreign capital should be 
treated in the same way-as national invest¬ 
ment with no discrimination. There must 
be security for the repatriation of profits 
and investment recovery and, I hope, a 
climate of peace and confidence." 

Foreign oil companies in particular have 
become frustrated with the present gov¬ 
ernment's delays and changeability. 

President Rodrigo Borja has however 
earned praise for his energetic and unex¬ 
pected action against Ecuador's main 
drug-trafficking group. Mr Jorge Reyes 
and other members of the Reyes clan, 
allegedly linked- to Colombia's Cali cartel, 
were arrested at the end of June. “In the 
next' government we must continue, and 
make sure the justice system does its Job." 
said Mr Duran: 


Thomson tries to save LTV bid 


By George Graham 
in Washington 

THOMSON-CSF, the French 
state-controlled defence elec¬ 
tronics group, was yesterday 
reported to be in last-minute 
negotiations to restructure its 
bid for the missiles division of 
LTV, the bankrupt US con¬ 
glomerate. so as to give a US 
company majority controL 

The search for a US partner 
was prompted by US govern¬ 
ment hostility to Thomson’s 
existing bid. which has also 
encountered opposition in Con¬ 
gress. 

In addition the Committee on 
Foreign Investment in the US 
(CFTUSj, a review body chaired 
by the Treasury, is understood 
to have voted to recommend 
that President George Bush 
should block the LTV deal 

If Thomson's bid were to be 
rejected by Mr Bush, it would 
be only the second company to 
receive such a rebuff, after the 
China National Aero-Technol¬ 
ogy Import and Export Corpo¬ 
ration, whose application to 
buy a Seattle-based aircraft 
parts maker, Mamco, was 
denied in 1989, largely as a 
rebuke to the Chinese govern¬ 
ment over the massacre of pro¬ 


testers in Tiananmen Square 
in Beijing. 

The Thomson bid for the 
missiles unit, in conjunction 
with an associated bid for the 
LTV aircraft division by the 
Carlyle group, a Washington 
merchant bank, would put 
around $450m (£235m) in the 
pockets of LTV, which has 


in Washington. Thomson said 
during congressional hearings 
that it would not accept a blind 
voting- trust or proxy arrange¬ 
ment but this might be the 
only structure acceptable to 
the Pentagon. 

A deal in which Thomson 
would have only a minority of 
the voting rights, but pay .most 


The campaign against the deal has 
been led, down to punctuation and 
misspellings in statements by^ 
congressmen and expert witnesses, 
by Lockheed and Martin Marietta^ 
whose joint bid Thomson topped. 


operated under the supervision 
of a New York bankruptcy 
court, for the past six years.. . 

•Northrop, the US defence 
contractor which has already 
signed a memorandum of 
understanding - with Cadyfe to 
buy a minority stake in the- 
aircraft division, is most fre¬ 
quently cited as. a likely .part¬ 
ner for Thomson in a.new bid. 

Even such a restructured' 
deal, however, is expected still, 
to face considerable opposition 


of thepurchase cost by buying 
non-voting, preferred stock/ 
could still be .viewed, scepti- 
-. cally. ..- ••• 

- The campaign>agflinsfr -the 
Thomson-LTV .deaEjlas 6e£n- 
' led, right down to' punctiiatioa' 
and miaspeUings. in statements 
; by congressmen and expert 
■witnesses, • bjr/Lockheed jmd 
Martin Marietta, whose joint 
bid Thomson topped. : ‘ 

But Thomson has. been 
unable to assuage.fears about. 


the possible loss of US military 
technology, or to calm tbe 
broad' streak of francophobia 
which has been demonstrated 
. m Congress. 

Although LTV creditors grill 
have a back-up bidder in the 
shape of the Lockheed-Martin 
Marietta consortium, the out¬ 
right failure of the Thomson js 
bid . would raise difficult ques- . 
tions about ‘US policy on simi¬ 
lar foreign- acquisitions in the 
future. ' 

As defence budgets are 
slashed after the collapse of 
the Soviet Union, the US is 
reluctantly facing the same 
dilemma as other, smaller 
countries, which have discov¬ 
ered they, cannot on their awn 
... order enough military materiel 
: to sustain a domestic industry 
. covering the full range , of 
defence equipment. 

• Many big US defence groups 
; are already trimming their 
•operations- and selling off sub- 
. sidfaries. 

* - There is not enough appetite 
.forthese subsidiaries to be - 3 
. absorbed by US companies “ 
, alone, but Thomson's reception 

. could well warn off potential 
.' foreign buyers - and bodes ill 
*•' for multinational defence 

• cooperation:. 
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NEWS: UK 


Reynolds and Major signal willingness to re-work Anglo-Irish Agreement 

Key Ulster talks open in London 


By Ralph Atkins 

THE VVIDEST ranging talks on 
Northern Ireland’s political 
future for 70 years opened in 
London yesterday with the UK 
and frish governments express¬ 
ing a willingness to re-work 
the 1985 Anglo-rrish Agree¬ 
ment. 

Mr John Major and Mr 
Albert Key Holds, the UK and 
Irish prime ministers, sought 
to give the talks the fullest 
support with a joint statement, 
even though they were not 
present at the negotiations. 

In the statement they 
offered, to Unionists in particu¬ 
lar. the prize of a new pact, "if 
this can be arrived at through 
direct discussion and negotia¬ 
tion between the parties con¬ 
cerned". 

HEALTH 


The three hours of talks, 
which will resume today were 
held amid tight security at 
Lancaster House under the 
independent chairmanship of 
Sir Ninian Stephen, former 
governor general of Australia. 
They brought all shades of 
Unionist parties face to face 
with Irish ministers for the 
first time since partition in the 
1920s. 

The UK delegation was 
headed by Sir Patrick Mayhew, 
Northern Ireland secretary, 
and the Irish team by Mr John 
Wilson, deputy prime minister. 

Although the agreement to 
hold the meeting itself was a 
breakthrough in Northern 
Ireland's usually intransigent 
politics, there remains a large 
gulf in the aspirations of the 
participants. Less than a 


month remains before the time 
set aside for the talks expires. 

The Rev Ian Paisley and Mr 
James Molyneaux, the two 
Unionist leaders, are anxious 
for a replacement of the 1985 
Agreement which they believe 
gives too great a role for the 
Dublin in the affairs of North¬ 
ern Ireland. 

They also want an end to 
Ireland's constitutional claim 
on the north. 

The Irish and the nationalist 
Social Democratic and Labour 
Party put more emphasis on 
greater co-operation between 
north and south Ireland. 

Dublin argues that if 
Ireland’s constitution is up for 
negotiation, so too should the 
UK legislation which led to 
partition. Irish ministers say 
that their country’s constitu¬ 


tion has to reflect a strong 
“aspiration*' to unification. 

Yesterday's meeting formed 
the start of the second 
“strand” of a talks process 
which began in April Union¬ 
ists only agreed to the transi¬ 
tion following assurances from 
Sir Patrick that it would be on 
the basis of a sketchy agree¬ 
ment reached in “strand one” 
on devolution in the province 

- and on which the national¬ 
ists have many reservations. 

Some Unionist MPs hope 
that Sir Patrick will legislate 
for a devolved assembly - 
likely to be Unionist dominated 

- even if tbe talks collapse, in 
spite of an agreement by the 
participants that, “nothing will 
be agreed until everything is 
agreed.” 

The participants stuck by an 


agreement not to comment Sir 
Ninian opened the session and 
was followed by Sir Patrick 
who reported on "strand one". 
This was followed by opening 
statements from the two gov¬ 
ernments. the SDLP and the 
cross-community Alliance 
party. The two Unionist parties 
will speak today. 

In their statement, the two 
prime ministers said “an 
opportunity now exists for 
open, constructive and 
far-reaching dialogue both on 
the issues which divide the two 
main traditions in Ireland and 
on those which unite them. 

“AH of us share a common 
commitment to the values of 
constitutional politics and a 
total rejection of violence as a 
means of achieving political 
progress." 


Dentists vote for partial 
pull-out from state service 


Government purchase 
at Canary Wharf 
may rescue Tube line 


By John Wlllman, 

Public Policy Editor 

DENTISTS have voted for 
partial withdrawal from 
Britain's national health ser¬ 
vice (NHS) over the govern¬ 
ment’s plans to cut their fees 
by seven per cent from 
Wednesday. 

More than 25m patients not 
already registered with a den¬ 
tist will find it harder to get 
NHS treatment in the future, 
and may have to pay for pri¬ 
vate treatment. Some dentists 
are likely to withdraw from 
NHS work altogether. 

Dentists' leaders said that 
tiie government was effectively 
privatising NHS dentistry by 
forcing practitioners out of the 
health service through the 
cuts. 

The dentists' action follows 
ballots of two dentists’ associa¬ 
tions, the results of which were 
announced yesterday. 

Members of the l6,00tHstrong 
British Dental Association 
tBDA) voted to stop taking ail 
new NHS patients - including 
children and people on low 
incomes who would be eligible 


for free NHS treatment. 

A proposal to remove exist¬ 
ing adult NHS patients from 
members' lists was defeated 
with 55 per cent voting ag ains t. 

The 4,000 members of the 
General Dental Practitioners’ 
Association voted to withdraw 
ail NHS services from patients 
not entitled to free treatment. 

Two-thirds of members voted 
in each ballot, neither of which 
is binding on members. 

There is unlikely to be a 
rapid exodus from the health 
service, with both associations 
warning against over-hasty 
action. 

And scope to opt out of the 
NHS may be limited in some 
parts of tbe country, where pri¬ 
vate practice may not be via¬ 
ble. 

However, the BDA described 
the future of NHS dentistry as 
“bleak", and both associations 
appealed to the government to 
avert the crisis. 

Mrs Virginia Bottomley, the 
health secretary, urged den¬ 
tists to think ‘long and hard" 
before taking any action which 
would jeopardise NHS dental 
treatment and pledged to take 


“all necessary steps" to safe¬ 
guard NHS dental services. 

Replying to an emergency 
question in the Commons from 
Mr Robin Cook, the opposition 
Labour party’s 'shadow' health 
secretary. Mrs Bottomley said 
she regretted tbe dentists' bal¬ 
lot decisions. 

Detailed arrangements for a 
“fundamental review" would 
be announced shortly, she said. 
It would aim to “And a system 
which is fair to dentists, fair to 
patients and fair to the NHS". 

The government claims that 
the fee cuts are necessary 
because dentists are earning 
more than the target income 
set by the doctors' and den¬ 
tists' pay review body. 

Dentists' negotiators say that 
their earnings have risen 
because of their success in 
increasing the size or their 
lists. 

They say that the fee cuts 
will lead to bankruptcies 
among dentists who have 
expanded their practices to 
treat more patients. Mr Joe 
Rich of the BDA estimated that 
10 per cent of practitioners 
were in financial difficulties. 


By Robert Peston 

THE acquisition by the 
government of a building at 
Canary Wharf, the east London 
office complex developed by 
Olympia & York of Canada, is 
being negotiated in a last-ditch 
attempt to relocate workers to 
the area and save tbe planned 
extension of the Jubilee Tube 
Line. 

Canary Wharfs administra¬ 
tors, which have run the proj¬ 
ect since it filed for insolvency 
protection five weeks ago, will 
offer to sell a building to the 
Department of Environment 
(DoE). An offer could be made 
today. 

The proceeds would then be 
returned to the government to 
pay for part of the Jubilee 
extension into east London 
without which the future of 
Canary Wharf would be even 
less certain. 

Some government ministers 
are keen on moving civil ser¬ 
vants to Canary Wbarf, the 
biggest property development 
in Europe whose success may 
be vital to the long term regen¬ 
eration of London's Docklands. 


However, the Treasury is 
insisting that the move should 
only take place if Canary 
Wharf offers the best terms. 

The DoE’s property adviser. 
Knight Frank & Rutley, last 
week told the administrators 
from the accountancy firm 
Ernst & Young that it is pre¬ 
pared to negotiate a purchase 
at a market price. 

Before Canary Wharf went 
into administration, its owner, 
Canada's Olympia & York 
Developments, had agreed to 
contribute £400m to the costs 
of building the Tube line exten¬ 
sion in staggered payments 
over 25 years including a pay¬ 
ment this year of £40m and 
£60m next year. The contract 
was never signed and the 
administrator Is under no obli¬ 
gation to honour the deaL 

The DoE is keen to move 
2,000 officials to Docklands and 
has been looking at four sites: 
Harbour Exchange, East India 
Dock, Thomas More Square 
and Canary Wharf. Ministers 
are also likely to move there in 
a gesture of solidarity with offi¬ 
cials unhappy about the move 
from central London. 
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Water works: Britain's canals could be 


to divert water to regions suffering shortages 


Canals may ease water shortage 


THE WATER shortage in 
south-east England could be 
alleviated by transferring sup¬ 
plies by canal from areas with 
ample resources, writes Rich¬ 
ard Evans. 

British Waterways, responsi¬ 
ble for the canal system in 
England and Wales, said yes¬ 
terday it was studying 
whether millions of gallons of 
water could be diverted into 
canals and transferred south 
without causing, environmen¬ 
tal problems. 

Mr Band Ingman, British 
Waterways’ chairman, said 
initial studies showed it wduld 


be several times cheaper to 
improve the channels of its 
nanais than to buBd long dis¬ 
tance pipelines to form a 
national water grid. - 
The National Rivers Author¬ 
ity, the industry regulator, has 
been considering the plan for 
more .than a year. “The next 
step is a foil engineering and 
environmental feasibility 
study, which is essential 
before volumes rf water could 
flow," said Mr lngnuh. .!• 

Tbe feasibility study will 
consider the effect of extra 
water T on locks, bridges, and 
aquadnets, the number, idea¬ 


tion and cost of pumping sta¬ 
tions, the protection of flora 
and fauna, fisheries, heritage 
and architecture, and the 
maintenance of water quality 
and the character of affected 
eanals- 

Mr John Taylor, British 
Waterways' water develop¬ 
ment manager, said the plan 
would add 60m gallons of 
water for public use to the 
148m gallons carried daily 
along the canals. 

The NRA welcomed the fea¬ 
sibility study and said it 
would consider any proposals 
to alleviate water shortages. 
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NEWS: UK 


Too many 
apply for 
redundancy 
offer at BT 

By Diane Summers, 

Labour Staff 

THOUSANDS of employees at 
British Telecommunications 
(BT) who want to leave their 
jobs through a voluntary 
redundancy programme are 
being told they must stay with 
the company after all. 

Unions say the move has 
provoked fury among BT's 
employees and demoralised 
the workforce. 

BT is spending more than 
£lbn on Release 92, Us scheme 
to streamline its workforce of 
200,000 by 24,000 employees 
this year. However, terms are 
so generous that the redun¬ 
dancy scheme is hugely over¬ 
subscribed. 

In BT engineering, for exam¬ 
ple, the original target was for 
8,000 jobs to go under Release 
92 but 17,000 employees now 
say they definitely want to 
take voluntary redundancy. 

Out of the total workforce, 
half initially expressed an 
interest in receiving more 
information about pay-offs. 

The National Communica¬ 
tions Union (NCU), the main 
BT union, says some members 
have already bought small 
businesses, put their homes up 
for sale or made plans to emi¬ 
grate on the assumption that 
generous redundancy terms 
would be available. 

Under Release 92 payments 
could be as high as £100,000 
plus pension entitlement, 
although the average pay-off is 
likely to be about £30,000. 

Because of the oversubscrip¬ 
tion BT is now having to intro¬ 
duce criteria for redundancy 
selection. Those who have 
gained high marks in perfor¬ 
mance appraisals will not nor¬ 
mally be eligible for the 
scheme; those with long ser¬ 
vice will also go to the bottom 
of the list because of tbe high 
costs of paying them off. 

Mr Bill McClory, NCU assis¬ 
tant secretary, said it was 
clearly prejudicial to his mem¬ 
bers' interests to be good at 
their jobs. “To dash so many 
hopes at a time when tbe 
future Is so uncertain will do 
nothing to improve morale," 
he said. 


UK inflation rate still above US and Japan stresses Heseltine 

Tories defend value of pound 


Debt repayment slows 

REPAYMENT of debts may be slowing, although people remain 
wary about taking on new credit, according to government 
figures released yesterday, writes Peter Marsh. 

Tbe Central Statistical Office said in the three months to May, 
people repaid a seasonally adjusted £i46m on credit agreements 
with building societies and finance houses and on Mastercard 
and Visa credit cards. 

It was the smallest three-monthly repayment since between 
June and August last year - tbe last time there was a net 
injection into the economy of this type of credit It may provide 
an early sign that consumers are becoming more willing to 
spend rather than to save. 

Consumer spending, which accounts for two thirds of UK 
output has been depressed in recent months. 

In May, people repaid a net £19m on credit agreements covered 
in the CSO series - which does not include mortgages and bank 
loans. It was the ninth net monthly repayment for this type of 
credit in the 10 months to May, confirming individuals’ preoccu¬ 
pation with repaying debts run up during the 1980s. 


By Ivor Owen, 

Parliamentary Correspondent 

BRITAIN'S "relatively 
uncompetitive inflation fig¬ 
ures" compared with the US 
and Japan were cited by Mr 
Michael Heseltine, secretary of 
state for trade and Industry, in 
the Commons last night when 
he reaffirmed the government's 
determination not to devalue 
the pound. 

Responding to Labour accu¬ 
sations that he had foiled to 
make any impact on the reces¬ 
sion since taking charge of the 
department of trade and indus¬ 
try, he maintained that a 
realignment of sterling within 
the European exchange rate 
mechanism would encourage 
domestic inflation. 

Mr Heseltine stressed that 
Britain's inflation rate was still 
above that of her principal 
competitors - with the US at 3 
per cent, and Japan 2Vt per 
cent. He accused Labour MPs 
who called for a cut in interest 
rates and favoured letting the 
pound take the "strain” of ped¬ 
dling "escapism". 

This did not deter former 
cabinet minister Mr John Bif- 
fen from advocating a cut in 
interest rates and the return of 
exchange rate policy to 
national governments. 

Opening the opposition 
Labour party attack, Mr Gor¬ 
don Brown, ‘shadow’ trade and 
Industry secretary, insisted 
that Mr John Major, the prime 
minister, should be using 
Britain's presidency of the 


European Community to 
secure “interest rate cuts 
across Europe". 

Mr Heseltine argued that 
more importance should be 
attached to the level of wage 
settlements, and that last year 
manufacturing earnings grew 
by around 8 per cent in 
Britain, compared with 6 per 
cent in Germany, and 3 per 
cent in the US. He warned; 
“There are no policies of any 
domestic government which 
can prevent the conversion of 
those figures into lost jobs, lost 
competitiveness and higher 
unemployment". 

Dismissing suggestions that 
there was no sign of economic 
recovery, Mr Heseltine pointed 


to the rise in new car registra¬ 
tions and the improved show¬ 
ing of commercial vehicles as 
examples of where it was 
“beginning to emerge”. 

He drew encouragement, too, ~ 
from the growth in exports, 
stressing that for the first time 
since the Second World War 
Britain's share of world trade 
had stabilised and “even a lit¬ 
tle improved". 

Mr Brown contrasted the 
forecasts of economic recovery 
made by the prime minister 
during the general election 
campaign with the fact that in 
the succeeding three months 
business failures had risen by 
15,000. 

Unemployment had contin¬ 


ued its rise for 24 consecutive 
months, and in south east 
England had increased by over 
150 per cent in the space of two 
years. 

Mr Brown protested; “Con¬ 
tinuing government inaction 
and complacency in these cir¬ 
cumstances is not only unjusti¬ 
fiable, but inexcusable and a 
gross betrayal of the urgent 
needs of this country". 

Mr- Biffen described the level 
of real interest rates - 5.7 per 
cent - as “profoundly high" 
with the economy in its cur¬ 
rent state and the level of out¬ 
put, if anything, static. 

He said there was consider¬ 
able evidence of spare capacity 
in the UK economy, and with 
people rebuilding their savings 
he did not believe that a cut in 
Interest rates would lead to a 
great expansion of credit Costs 
were a problem for the corpo¬ 
rate sector and a cut m. inter¬ 
est rates would ease the posi¬ 
tion, he said . 

He warned that If Britain 
danced around sterling's fixed 
exchange rate as if it were a 
totem the difficulties experi¬ 
enced in the 1960s, which “cru¬ 
cified" the Labour government, 
would return. 

' Mr Biffen saw the system of 
fixed exchange rates on a Euro¬ 
pean Community wide basis as 
the “apex of centralism”,and 
urged a more relaxed view 
under the doctrine of subsid¬ 
iarity with Britain and other 
national governments conduct¬ 
ing their own exchange rate 
policies again. 


Rise in car sales fails to lift gloom 


By John Griffiths 

NEW car sales in the UK rose 
for the third month running in 
June. But the recovery 
remains weak and there is 
deep concern within the indus¬ 
try about prospects for the 
remainder of this year. 

Statistics released yesterday 
by the Society of Motor Manu¬ 
facturers and Traders (SMMT) 
showed sales in June up 4.4 per 
cent, to 102,566 units, compared 
with June 1991. 

This followed year-on-year 
increases of 9.1 per cent in 
April but of only 1.4 per cent in 
May. The overall result is that 


sales for the first half of the 
year, at 768,745, are still lan¬ 
guishing 4.11 per cent below 
1991's first half 801,684. 

The figures prompted the 
SMMT's chief executive. Sir 
Hal Miller, to warn yesterday 
that total sales this year 
remain in danger of falling 
below last year's level of 1.59m 
units. 

The 1991 figure represents a 
foil of 400,000 units from 1990 
and over 700,000, or 30 per cent, 
compared with the record 2.3m 
units of 1989. 

Sir Hal said that a sales 
Increase of the size of June's 
would have to be repeated in 


every month until the end of 
the year even to match last 
year's leveL Mr Ian McAlliser, 
chairman of Ford of Britain, 
has previously warned sales 
could slip to 1.5m unless mar¬ 
ket confidence recovered. 

With July- typically account¬ 
ing for only around two per 
cent of annual sales, as a result 
of most buyers wanting to wait 
for the new registration prefix 
on August L, the industry is 
now monitoring order intakes 
for August - a month when 
more than a fifth of each year's 
total sales are usually made - 
with anxiety. 

“If the industry doesn’t 


achieve 400,000 sales in August 
it's going to have a big prob¬ 
lem", one senior Vauxhall 
executive observecLTo achieve 
this, sales' would'have to be 
nearly 9 per cent above the 
367,646 achieved last year. 

June produced some signifi¬ 
cant market winners and los¬ 
ers. Market leader Ford's share 
fell to 20.66 per cent, from more 
than 27 per cent in the same 
month a year ago. 

In contrast, gains were made 
by the Peugeot group, sales of 
Pegueot and Citroen models 
combined improving by 27 per 
cent In June to give a 12.21 per 
cent market share. 


Britain in .brief 

sswm*. 



Export drive 
planned in 
east Europe 

Mr Michael Heseltine is to 
follow his' reorganisation of 
the trade and industry depart¬ 
ment with-ft new emphasis on 
his role as a high-profile sales¬ 
man for British industry in 
the former communist coun¬ 
tries of eastern Europe. 

The president of the board of 
trade plans to visit Moscow hi 
September as part of a govern¬ 
ment-sponsored drive to 
increase the access of British 
companies to the former 
Soviet Union. 

He is understood to be anx¬ 
ious to explore whether his 
department can take a more 
active role In ensuring' that 
British consortia.of manufoc- 
turing companies and . banks 
win a bigger share of majot 
energy and Industrial projects. 

Training fails 
job seekers 

The ability of adults to gain 
employment after taking part 
in the government’s main 
training programme has" con- - 
tinued to deteriorate, accord¬ 
ing to official figures. 

Thirty per cent of trainees 
gained employment after leav¬ 
ing Employment Training (ET) 
in the 12 months to July 1991,: 
compared to 35 per cent in the 
previous year, according to an.-, 
analysis of the unpublished fig¬ 
ures by the Unemployment ■ 
Unit, an independent research 
organisation. 

- The government is currently 
considering reform of : the 
scheme, administered by Train¬ 
ing and Enterprise Councils. 

Lords hear 
university case 

The House of Lords, Britain's 
most senior' law court, has 
begun hearing a test case to 
decide whether senior univer¬ 
sity lecturers can rely on keep¬ 


ing their jobs until retirement 
without fear of being made 
redundant- on cost-cutting 
grounds. 

Five taw lords will hear 
three days of legal argument 
In an appeal by Professor 
Edgar Page, 61. of Bull Univer¬ 
sity, who became the first ten¬ 
ured lecturer ever made com¬ 
pulsorily redundant In October 
1988. Prof Page, whose case Is 
backed by the Association of 
University Teachers, is 
thought to bold implications 
on job security for up to 18,000 
university staff 

Ambulance crew 
consider action 

Ambulance workers, who 
rejected a 4.75 per. cent pay 
offer, are being balloted again 
on whether they are prepared 
to take Industrial action. The 
result is. expected around 27 
July. 

Garrick votes 
to bar women 

The Gahick Club, one of Lon¬ 
don’s oldest gentlemen’s clubs, 
has voted not to admit women 
amid claim* that it is a sexist 
Institution. - - 

More: than 360 members of 
the Garrick, which boasts 


some of Britain’s leading jour¬ 
nalists and lawyers among its 
members, voted against a 
motion calling for the admis¬ 
sion of women at the club's 
ftTwmai meeting. 

The Garrick is one Of more 
fftnn 40 London dubs widely 
regarded as all-male havens. 
Some of the clubs have a 
ladies' annexe, some allow 
women to the basement, oth¬ 
ers permit women to enter 
after certain hours. Most still 
have areas that are barred to 
women. 

Marathon final 
at Wimbledon 

Michael Stich of Germany and 
American Jobn McEnroe won 
the longest men’s doubles final 
in Wimbledon history in a 
match spread over two days. 

Three-times singles cham¬ 
pion McEnroe and last year's 
winner Stich. who were 
uiLseeded. completed their 5-7 
7-6 3-6 7-6 19-17 win over 
Americans Richey Reneberg 
and Jim Grabb, tbe fourth 
seeds. The men’s doubles was 
carried over from Sunday 
when bad light forced a post¬ 
ponement at 925pm with the 
score 13-13 In the final set. 

The match drew a capacity 
crowd with people queuing for 
free tickets, was finished in 34 
minutes' play on Monday. 



Cricketer David Gower (right) celebrates with Geoffrey Boycott 
tiie former T«tbatsmen, after he overhauled his record for the 
highest number of test runs by an England player. Gower scored 
73 runs against Pakistan, taking his total to 8,154. England were 
bowled out for 390, as the five-day match neared completion 



It took courage to stake 2,400 million pounds in the 
space of a few years on achieving a leading role in the 
European commercial vehicle market-especially consider¬ 
ing that it involved the total rethink of every aspect from 
basic research and vehicle design to manufacturing 
methods and logistics. It was 
a process which would 
change the very concept of 
the road transport vehicle. 

And courage was certainly one of the corporate values 
needed to forge companies from six different countries 
into a single integrated organisation while retaining 
dynamism and flexibility at all levels. 

But perhaps the most courageous move of all was to 
look beyond ‘off-the-shelf’ solutions to a modular design 
of sub-systems and specialised components allowing 
each customer to tailor the vehicle in order to maximise 
his productivity. 

Behind these courageous decisions lies a clear vision 
of the market and its future evolution, a vision 
guided the strategic planning of IVECO and the whole 
of the RAT Group. It was essential to the success of a 
complicated and ambitious industrial project destined to 
play a major role in the new Europe. 

Thank you IVECO. Where you have led, others will 
follow. 


COURAGE 


F // AIT 
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CC ,;:iv'::^:-^ a,“SDicon Valley: An 

_ jCXfazzEcoiKray ai Risk” 

—cjP paints a gloomy 

—eH I» HHpictnre of . the 
—gffgj ini fTC™ future bfCalifom- 
—«===“■* JJia’s-. famed Ugh 
■technology 
enclave. The report Is designed as 
a “wake up call” for the region’s 
industrialists: a warning that 
there axe problems to be resolved 
if Silicon Valley is to maintain its 
leadership role. 

The “diagnostic report", pre-: 
pared by .the Center for Economic 
Competitiveness at SRI. Interna¬ 
tional, a technology consultancy; 
and sponsored by local businesses, ' 
outlines the “warning signs" .that 
Silicon Valley’s economy is head¬ 
ing for decline. These include 
slower employment growth, , a 
decline in venture -capital financ¬ 
ing, slowing growth in pre-compet 
itive research and development 
spending and a shortage of. skilled 
workers, as well as the rising cost 
of adhering to. regulations, high 
housing prices, traffic congestion, 
and a “perceived decline in the 
quality of life". 

Over. the_ past. 10 years, there- 
have been several predictions of 
the demise of Silicon Valley. Yet 
the region remains the preemi¬ 
nent center of high technology, 
entrepreneurship and innovation. . 
It is tempting, then , to dismiss- - 
this latest report, as just another 
doomsday scenario and to'blame 
its pessimism upon the fact that it 
was prepared during the recession 
from which 'Silicon Valley is 
already beginning to recover: , : - 
Indeed, severed of the "prob¬ 
lems” assigned to Silicon Valley in . 
the report are common to all high' 
technology regions in the US. The. 
drop in venture capital investing ' 
is not peculiar to Silicon Valley.. 
Neither is it alone in suffering the 
effects of economic recession, • ." 
The most worrying issue raised by 
the report is the apparent failure 
of Silicon Valley to keep pace'with. - 
the national US rate of employ-"’ 
ment growth over the . period 
1984-1991, according to data from - 
the Center for the Continuing 
Study of the California Economy. 

However, this snapshot of a' 
cyclical economy includes a period 
of sharp decline in 199L Measured 
over the period 1983-1990. employ-. . 


ment growth™ Silicon Valley out¬ 
performed -that in the US as a 
whole. Assessing the economic 
performance of Silicon Valley is 
further complicated by the fact 
that the region’s boundaries are ill 
deffaeJ arid constantly c hanging 

However, some important issues 
\ are .raised: by the “Economy at 
Bisk" report. Silicon Valley is now 
suffering ;the effects of its dynamic 
growth, 'including traffic conges- 
. ttan and high'housing costs. The 
latter, in particular, makes it more 
difficult for companies to attract 
'andretam employees. 

Although bright young engi 
neens still flock' to Silicon Valley, 
many deride to. leave the area 
-when, they want to buy a house. 
This has led to a “missing genera¬ 
tion", of. midcareer prof essionals 
/ that is a growing problem for 
-: established companies. 

• The regulatory environment in 
California is another widespread 
concern, among Silicon Valley 
: business -leaders. Environmental, 
.planning,and employment regula- 
Hons have become a serious bur- 
_ den, they cnmplam 

J ,“-Joint Venture: Silicon Valley", 
a consortium formed to address 
the-problems, presents three “pos- 
-flble futures". The' region could 
•become a~ “high-tech Manhattan, 

: of corporate headquarters and 
administrative functions, with lit¬ 
tle research or manufacturing," it 
.warns. More likely, the “Virtual 
. Valley"' in which the Silicon will 
remain a research and develop¬ 
ment hub for global companies 
wiffi a limited amount of high val¬ 
ue-added : manufacturing, - plus 
marketing and administration. 
What the report's iuthors urge, 
however,. is a joint initiative 
-between the private' and public 
v sectors to transform Silicon Valle; 
into an “American Technopolis; a 
; dynamic community that, supports 
techriolbity enterprises and retains 
rvalue-added, ; -manufacturing, 

. employment mid wealth". 

The dkngeristhat inan attempt 
to improve upon the original, they 
-may stifle Sfiicon Valley’s creative 
culture. The valley has its prob¬ 
lems, but it has spawned more 
new ventures and more important 
hew technologies than any other 
.place on earth. It ain't broke and 
it doesn’t need fixing.: • 


TECHNOLOGY 


Digital waves clear the air 

Michiyo Nakamoto reports on a new type of radio giving CD-like clarity 

"magine having a radio.In your .. .l. 


I magine having a radio.In your 
home that would allow you to 
choose from hundreds of music 
stations and then to make your own 
high quality digital recordings, 
much like a personalised compact 
disk 

The radio, more like a record 
library than conventional broad¬ 
casting, would have a small screen 
attached, providing information on 
the kind of music available and on 
which station. 

The “armchair record store", as it 
is called by Mr Michael Tyler,- a 
partner-at Booz Allen & Hamilton, 
the -market consultancy, and an 
active proponent of the concept, 
would provide the consumer with 
“the functional equivalent of 
records". - 

Recordable Minfflwg , email 

CDs or digital cassette tapes - both 
due to appear on the market later 
this year - might be used to make 
near, perfect copies of crisp, clear 
CD-like quality sound at home. 

. It. Would m'Ran m nair. enthusiasts 
would ho longer need to go to a 
record store.to buy a CD, unless 
they wanted to browse through the 
collections to look, at the cover, 
-designs. 

Such a futuristic vision may 
become a reality soon with the 
advent of digital audio broadcast- 
: mg, -the broadcasting of radio pro¬ 
grams in digital, rather than anal¬ 
ogue, form. DAB offers the same 
high quality sound as CDs. 

_ DAB has several other advan¬ 
tages over conventional analogue 
broadcasting. 

The main benefit is that the high 
quality sound of DAB is effectively 
free from interference. Unlike FM 
radio, which provides high quality 
sound-but is flawed by poor recep¬ 
tion. fading and distortions, particu¬ 
larly on portable receivers, DAB is 
practically free from interference 
and it provides excellent reception 
even when tbe receiver is mobile. 

PM is particulady frustrating in 
built-up areas where obstacles to 
transmission, such as towers and 
buildings, produce what are known 
as multipath distortion. When sig¬ 
nals from the transmitter arrive at 
tbe receiver along different paths as 
a result of reflection from buildings 
and other obstructions, the result is 
hissing and other sound distortions 
in conventional analogue broad¬ 
casts. ' 

Simply switching from analogue 
to digital signals would not solve 
the problem, but a digital broadcast¬ 
ing scheme developed In Europe by 
a team led by Centre Common d*E¬ 





tudes de Telediffusion et Telecom¬ 
munications , the French broadcast 
and telecommunications research 
body, and funded through the EC's 
Eureka project, overcomes multi¬ 
path signal interference. 

The system uses low data rate 
signals that are less susceptible to 
multipath interference and boosts 
sound quality by sending hundreds 
of copies of the signal simulta¬ 
neously. 

Even if parts of one signal are 
lost, there are plenty more copies to 
replace them. 

Mr Henry Price, head of engineer¬ 
ing information at tbe British 
Broadcasting Corporation offers the 
analogy of a garbled written mes¬ 
sage. Even if the sentence is par¬ 
tially illegible, if enough of the 
Information can be read it is possi¬ 
ble to work out what is missing 
from the overall sense of the sen¬ 
tence. 

DAB also eliminates the problem 
of having to retune car radios. 
Long-distance drivers listening to 
an FM station on the radio are 
forced to retune as they move away 
from the area covered by one trans¬ 
mitter into that of another. 

The problem arises because, with 
analogue broadcasting, two sepa¬ 
rate .transmitters cannot send sig¬ 


nals on the same frequency. 

With DAB, this is possible. As a 
result a car radio does not need to 
be retuned, since the same radio 
station will be on the same fre¬ 
quency wherever the car is, at least 
within a national or regional ser¬ 
vice area. 

This also means tuning becomes 
unnecessary. The radio can be pre¬ 
set to the different stations, allow¬ 
ing the listener to select channels 
by push-button. 

A further important advantage of 
DAB is that it occupies relatively 
little of the radio spectrum. 
Although DAB does send a lot of 
information at once, the informa¬ 
tion is packed closely enough to cre¬ 
ate a six-fold improvement in spec¬ 
trum efficiency over FM, according 
to Mr Price. That means it is possi¬ 
ble to increase the number of radio 
stations without congesting the 
radio waves. 

While each FM network needs 2.2 
megahertz of spectrum to provide 
coverage to 98 per cent of the UK 
population, a DAB service could 
pack five national stereo channels 
in 1.75 MHz. 

To use DBA, consumers will need 
to buy a new type of programmable 
digital radio built on computer chip 
technology. The cost of these. 


although initially higher than con¬ 
ventional receivers, is expected to 
drop sharply as manufacturing vol¬ 
umes increase. 

With an estimated 2tm radios cur¬ 
rently in use around the world, elec¬ 
tronics manufacturers look forward 
to a huge new market for digital 
replacements. 

Digital audio is being enthusiasti¬ 
cally embraced in Europe, where 
the BBC and Germany’s Institut fur 
Rundfunktechuik are conducting 
tests, in addition to the French 
work. Prospects seem less bright in 
the US, howevor. where small 
regional radio stations are resisting 
the introduction of expensive new 
technology. 

At an international conference in 
Montreux last month organised by 
the European Broadcasting Union 
and the National Association of 
Broadcasters of the US, a speaker 
from NHK. the Japanese public 
broadcaster, hailed the European 
DAB system as “the best system for 
terrestrial DAB". 

Digital radio has been given 
added impetus by the allocation of 
frequency for satellite sound broad¬ 
casting by the World Administra¬ 
tive Radio Conference (Warc-92) 
held in Torremolinos earlier this 
year. The frequency band that was 
allocated by the WARC is particu¬ 
larly well suited to satellite DAB. 
However, the bands allocated are 
currently in use in many countries 
and are not expected to be entirely 
free until 2007. 

Meanwhile, discussions are being 
held between several countries on 
agreeing a frequency range for ter¬ 
restrial services. In Europe, it is 
likely that frequency bands gener¬ 
ally used by television will be 
opened up as “parking" bands for 
DAB services to be run in parallel 
with FM until sufficient receivers 
have been installed to make a 
switch from FM to DAB possible, 
says Mr Price. 

As for the arm-chair record store, 
the vast amount of information 
involved would require transmis¬ 
sion via cable systems rather than 
broadcasting. Such services are 
already being offered in the US by 
several television cable operators. 

The thorny issue of copyright pro¬ 
tection for music distributed over 
cable or digital broadcast systems 
and then copied on to tape or disk 
by subscribers has yet to be 
addressed. However, since TV view¬ 
ers are free to record programmes, 
it seems likely that arra-chair 
record store services will emerge in 
time. 


* , 

Batman to 
launch new 
film sound 
from Dolby 


W hen America's latest box 
office release. Batman 
Returns, opens in the UK 
next week (July 8) Batman will 
have a new trick up his sleeve. He’ll 
be talking in digital. 

Batman Returns is the first film 
to use what may well become the de 
facto digital soundtrack standard. 
Alas, the Empire Leicester Square 
in London is the only cinema out¬ 
side the US equipped with tbe nec¬ 
essary equipment. Only the select 
few will hear the technology in all 
its glory. 

Dolby, best known for its hi-fi 
noise reduction systems, has been 
working on film sound for more 
than 20 years and on digital sound 
since the mid-1980s. 

Getting quality stereo sound into 
cinemas is a problem. Stereo only 
really works over a tiny triangular 
area between two speakers, known 
as the “hot spot". To overcome this 
problem, a centre speaker and 
sometimes additional speakers are 
placed at tbe front of the cinema, as 
well as speakers at the rear. 

The best sound is produced with 
70mm film, but this costs up to five 
times more than standard 35mm. 
The larger film size uses magnetic 
material glued on to the already 
exposed film print, with the sound 
then recorded on six tracks. As the 
film is quite stiff, the tape heads 
have to push against the film sur¬ 
face and quickly wear out. 

Dolby wanted to improve the 
sound on 35mm film to digital qual¬ 
ity. It also wanted to leave the con¬ 
ventional optical analogue sound¬ 
track intact, so film distributors 
would not need separate prints for 
digital and analogue cinemas. 

That dual inventory approach has 
dogged other attempts to introduce 
digital cinema sound. Dolby over¬ 
came the problem by squeezing the 
digital information into the spaces 
between the film sprocket holes. 

Using hundreds of smalt black 
squares between the holes. Dolby 
achieved a data rate of 320 Kbits/ 
second - still low compared to the 
1.400 Kbits/second of stereo CD. 

However, using sophisticated digi¬ 
tal recording and compression tech¬ 
niques to reduce the information 
recorded, the system produces qual¬ 
ity. noise free recordings with a 
greater range and better frequency 
response than any other cinema 
sound system. 

Steve Homer 
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MANAGEMENTS THE GROWING BUSINESS 


A sk a professional adviser 
what the price of his ser¬ 
vice is and, too often, he 
will not give a straight 

answer. 

There are at least IS ways to 
describe the cost of a professional 
service, from the barrister's ■■hono¬ 
rarium" to the consultant's 
“retainer”, but price is not a term 
which readily passes the profession¬ 
al’s lips, says Aubrey Wilson, a mar¬ 
keting consultant. 

"Firms play down the price ele¬ 
ment quite substantially." notes 
David Keeble, a Cambridge 
researcher and author of a recent 
study of the business services sec¬ 
tor. "What we don’t know is if that 
view is shared by their clients.” 

Anecdotal evidence suggests that 
many clients of the traditional pro¬ 
fessions such as lawyers, accoun¬ 
tants, surveyors, and of the bur¬ 
geoning growth areas of business 
services such as management con¬ 
sultancy. market research and pub¬ 
lic relations, do not share this view. 

Clients frequently complain that 
they do not know in advance what a 
service will cost; they have no way 
of judging whether the fee charged 
is fair In relation to the work done; 
and the final bill invariably comes 
out far higher than they had expec¬ 
ted. 

Professional firms, and to a lesser 
extent the new business services 
firms, advance professional ethics 
as a reason not to take too close an 
interest in price. A Law Society 
booklet* explaining how firms 
should calculate costings notes that 
professionalism “transcends the 
profit motive". 

Some clients, confronted with a 
iarger-than-expected bill, might 
question whether these sentiments 
are any more than a cloak for 
self-interest. Whichever view is cor¬ 
rect. in the long-term this uncer¬ 
tainty works against the providers 
of professional services. “Very often 
the client will pay up but go away 
disenchanted," says Wilson. “The 
unhappy client always tells more 
people than the does the satisfied 
one." 

Emboldened by the pressure on 
their own profits in the current 
recession, clients have been taking 
a tougher stand. They have become 
far less willing to pay large fees and 
are quick to demand that the profes¬ 
sional explains how many hours 
have been worked. Clients then 
expect to pay on a time-related 
basis, says Christopher Honeyman- 
Brown, a partner at accountants 
BDO Binder Hamlyn. 

"We are moving more to a time 
basis for charging from a transac¬ 
tion basis." says Tim Manning, 
managing partner of solicitors Boo¬ 
dle Hatfield. “Fixed rates are also 
becoming more prevalent" 

The matter of professional fees is 
no longer an Issue for a limited 


Fees that professional advisers charge clients can lead 
to friction. Charles Batchelor offers a word of of advice 
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number of long-established profes¬ 
sions. The business services sector 
was the fastest growing part of the 
small business revival of the 1980s 
and Increasing sums are spent by 
business on buying in professional 
services. 

Manufacturing companies are not 
always adept at managing costing 
and pricing issues but, among ser¬ 
vice businesses, understanding 
appears to be even less highly 
developed. There is very little in the 
way of guidance on the issue from 
the professional associations and 
published literature. 

“This is an absolutely critical 
issue for professional firms but 
their approach is very unscientific." 
says Wilson. 

"Most service organisations are 
not very good at measuring costs 
and setting prices,” comments Vic¬ 
toria Tomlinson, founder of a Harro¬ 


gate-based public relations and mar¬ 
keting agency, Northern Lights. 
“Service companies tend ro met: 
their clients' needs, ccme what 
may, and then absorb tee costs." 

When the economy is booming 
this failure to monitor costs and 
draw up a pricing strategy may not 
have serious consequences but 
problems can arise when economic 
conditions worsen. 

B oodle fiatfieid. a 27-partner 
firm, had to reduce staff 
and partner numbers for 
the first time wfcon it real¬ 
ised that total numbers and over¬ 
heads were too high for the number 
of fee-earning partners 
So how should professional and 
business services firms determine 
their costs and set prices? Salaries 
form a greater part of the cos's of a 
service business but there will slso 


be a sizeable monthly charge for 
premises, telephones, insurance and 
cars. “We invest large amounts in 
computer technology,” says James 
Mendelssolm, marketing partner of 
accountants Neville Russell. “We 
need to recover those development 
costs.” 

These costs must then be appor¬ 
tioned over the number of fee-earn¬ 
ing partners and staff and the hours 
they work. But beware of concen¬ 
trating Loo much on recovering 
costs and relating fees too closely to 
the hours worked, says Honeyraan- 
Brown. 

“Avoid an inward focus on the 
management of your costs because 
people and time are a finite 
resource and you run the ride of 
underperforming on your revenue.” 
he advises. “Foeos on the value that 
you arc providing to the client and 
his ability and willingness to pay. 


“If you save a client £3)8,01)0 on a 
Sim deal or prevent a £3m turnover 
business from going into receiver¬ 
ship, then you deserve to be paid 
more than the standard time rate.” 

But selling an intangible business 
service depends on the customer 
understanding what he is getting. A. 
client can judge the work' which 
goes into an audit because the audi¬ 
tor's staff are on his premises and 
visibly doing a job. But the effort 
which goes into a market research 
project, where most of the work is 
done behind the scenes and where 
some lines of investigation may 
prove to be a waste of time, will be 
Iks obvious. 

“The client only sees the initial 
meeting, perhaps a couple of meet-, 
ings in the middle and the final 
report,” says Honeyman-Brown. 
“He does not see the 50 hours of 
work you have put into it." 

Basing an estimate-on a time-rate 
alone encourages the client to pull 
out his calculator and compare the 
consultant or professional's hourly 
rate with what he pays his cleaner 
or the garage mechanic. Price 
should be a mixture of time and 
value with possibly a “cap” on the 
final bill to reassure the client. 

Business services firms should be 
open about their fees and discuss 
the basis on which they will charge 
at the outset “Give the client an 
estimate and an explanation of how 
you got there.” suggests Wilson. In 
the US, he notes, some professional 
firms present “draft bills” which 
can be discussed with clients. 
“There is no machc issue If it is 
changed,” he says. 

In “commodity” areas such as 
conveyancing, audit or market 
research interviews, there will often 
be a market price and tough compe¬ 
tition. But an opportunity to max¬ 
imise revenues comes from 
long-term relationships with clients 
- where the consultant-of'profes¬ 
sional has in-depth knowledge, of 
the business which is not immedi¬ 
ately available from a competitor. 

’ For a new client, or where the full 
implications of a project are not 
immediately visible, accountants 
Neville Russell might agree a price 
for an initial two or three days 
work and then negotiate the price 
for the rest of the contract once 
they know what is involved, says 
Mendelssohn. - 

Current pressure on professional 
fees will almost certainly ease with 
the ending of the recession. But cli¬ 
ents have become more demanding 
and it is unlikely that a pricing 
policy which comes down to “charg¬ 
ing what the market will bear" will 
be such an easy option in future. 

*The Expense of Time. 34 pages. 
£6.95 

Useful reading: Practice Develop¬ 
ment for Professional Firms. Aubrey 
Wilson. McGraw HilL 232 pages 
£17.95. 
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Nutshell 

Challenge to the 
ancient charters 

Market charters dating back 
several centuries are being used 
by some local authorities to pre¬ 
vent the creation of retail centres 
which provide premises for 
smail independent shops: - 

The ancient charters, which 
give exclusive rights to street 
market traders, prevent anyone 
else establishing “a concourse 
of traders”; according to Tim 
Brookes, chairman of the public- 
ly-quoted in Shops group. 

in Shops operates more than 
60 serviced retail centres which 
provide space for small shops 
on one to three year licences 
and avoid the need for retailers 
to sign up for conventional 25- 
year leases. It unsuccessfully 
challenged one council in the 
English courts and Is now con¬ 
sidering whether European Com¬ 
munity statutes might provide 
redress. 

Fax points the way 
forward 

How often have you wasted pre- . 
clous time a ttempt in g to find 
a company In a characterless 
frading'estate or in a busy town 
centre? A new fax service called 
Faxroap will provide visitors with 
detailed maps of where they 
should be, as Well as a written 
explanation ol how to get.there. 

If someone asks how to reach 
your company, you give them 
your Faxmap number. Your visi¬ 
tor dials the number on his fax. 
machine and receives a two 
page fax of maps and informa¬ 
tion. The cost of renting a num¬ 
ber Is £199 a year but the charge 
for the fax time Is pa Id -tor by 
the inquirer. ' 

Contact DIS Information Ser¬ 
vices. Cavallino House, Corsley 
Heath, Nr Warminster. Wiltshire 
BA12 7PL. Tel 0373 832656. 


Chambers piap 
closer links 

London's 40 or so chambers 
of commerce, representing . 
between 15,000 and 20,000 of 
the capital’s businesses, have 
begun discussions which it is 
hoped will lead to closer links: .- 
London has three large cham¬ 
bers - in the City of London,., 


Westminster and Croydon - 
and many very small ones. Most 
have no full-time staff and many 
are too small to provide a full 
range of services- 
-The chambers in London are 
far too fragmented." says Ronnie 

Jacobson, marketing manager 
for the London Chamber. "If we 
can ail talk with one voice we 
will be much more effective." 

There are no plans for merg¬ 
ers of the chambers but they 
hope to work together on train¬ 
ing and lobbying for members' 
interests. 

At the same time the Westmin¬ 
ster Chamber is in an advanced 
stage of discussions with cham¬ 
bers in Camden, Kensington 
and Chelsea, and Hammersmith 
and Fulham to establish a Cen¬ 
tral London Chambers of Com¬ 
merce. 

Prince in an 
expansive mood 

The Prince's Youth Business 
Trust (PYBT), which provides 
loans and grants to help people 
aged under 26 into business, 
will in future provide expansion 
loans as weH start-up finance. 

The expansion loans, of up 
to £5,000, will be available to 
business owners aged up. to 31 
years. Start-up finance Is avail¬ 
able as grants of up to £1,500 
and loans of up to £5,000. 

Contact PYBT, 5 Cleveland 
Place,- London SW1Y 6JJ. Tel 
071 321 6500. 

Buying out of the 
company 

Corporate divestments provided 
the source for an increased 
number of management buy-outs 
in Europe last year, according 
to the 1992 edition of Europe 
Buy-out Review.* Last year, 62 
per cent of buy-outs were the 
result of corporate restructuring 
compared with 53 per cent In 
1990. 

The number of buy-outs of pri¬ 
vate or 1 , family-owned businesses 
fell to 33 from 36 per cent of the 
total while "other" sources 
accounted for 5 per cent (11 per 
cent). Only In France and Italy 
did private or family companies 
account for more than half the 
buy-outs. The number of conti¬ 
nental European buy-outs fell 
from 411 in 1990 to 318 last.year 
blit there was a much smaller 
: fall In the value of completed 
ideals: from £4bn to £3.9bn, This 
compared with a UK market in' 
1991 of 564 deals with a total 
value of £2.8bn. 

*Initiative Europe, 69-71 Bond- 
way. London SW8 1SQ. Tel 071 
7359838. 180 pages. £255. 


BUSINESS OPPORTUNITIES 
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If you want to drive a Roller 
turn back to page 5. 


PRIVATE 

LABORATORY 

COMPANY 

lUiii.tiiL' .ivniv in fvl'HSi.ia oiturol arm 
!■. It.'s i/r m:h kAi-n jsJ pic it: 
roiiHl'.l.\nnn? -rjinmluin lo upkn 
r-tuiw. 

V. n'c'-’ 0o- A*Ml, [ inmiI Tiotci. 
lint V*rh».iri Uod*c 
LundwiSF: *Hl_ 


DOES YOUR COMPANY NEED FINANCE? 

UK and European Companies! 

i 

Equity and Debt Finance raised for: 


• Mgmt Buy-Outs/Buy-Ins ■ Working Capital 

• Post-recession Expansion • Acquisitions 

• Refinancing/Restructuring • Debt Replacement 


other funding purposes 
Call Oscar Williams on 071-353 4212 
or write to 

Capital & Management Pic 

Hamilton House, Victoria Embankment, London EC4Y 0HA 




“No-one's lending 
money on commercial 
property nowadays. 
Are they?” 


- vf -r. — - - - 

.. ■ • 
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fW- lilBUV 
‘■.O' \ fJD»M 
! vkN.KS‘ 


You WANT A QUALITY OFFICE 
EFFICIENT STAFF 
AND PEACE OF MIND 
AND YOU WANT IT NOW. 



■M'.V YORK LA • 
CHICAGO AHANIA 
«IMiAKt.iSL' '■ 
(iE'IINC. TOKYO 


Oar huiini-st centres arc there for yon. 
When you want them, for as long as 
you need them. 

Tel: I.ondon 071 S72 S890 
USA: Toll Prec +800 HI 6664 
Your |um>rr in over 70 international bu-dnrn dele. 


SURREY, Chobham 
Cambedcy 56 miles M3 (Ja 3) 3 miles Wofting 36 miles 
A WELL POSITIONED FORMER NURSERY SITE 
WITH OUTLINE PLANNING PERMISSION FOR DEVELOPMENT 
OF A PAY AS YOU PLAY GOLF CENTRE COMPRISING: 

9 HOLE GOLF COURSE, 9 HOLE PAR 3 COURSE DRIVING 
RANGE. CLUBHOUSE, GREENKEEPER’S ACCOMMODATION 
IN ADDITION, ATTRACTIVE FARMHOUSE WITH ABOUT 3 ACRES 
In all about 115 acres 

FOR SALE BY PRIVATE TREATY 

Joint Agents 

Bannister & Wellers Edwards a Edwards 

_ Tel: 0483 506787 _ Tel: 0256 881111 _ 

NURSING/REST HOMES 

Business and Financial Management Services 
for Nursing and Residential Care Homes 
PROJECT CARE (MANAGEMENT) LTD. 

39a South Street, Tarrim*. Worthing BN 14 7LG 
Telephone 0903 821020 Fax 0903 821194. 


INDEPENDENT FINANCIAL ADVISERS 
Seek on investor to: 

• Mxumire profit and growth of existing business. 

• Provide Tuppon to a new sporu orientated initiative. 
Operating from smart, -veil equipped offices, tbe cwnpany’s current mix of 
business ranges from standard pensions and mortgage work to the mote 
innovative financial areas of professional sport, leisure and music event 
consulting. 

Investment sought: £75,000+ 

Eqohy/sccuriiy available or wen possible c.ccicive involvement. 

Principals only tc contact: Sunn Barclay Tel: 0494 722155 

Fax: 0494 722166 . 

A synopsis of the company and is new ventures is also available on written 
request from: 

The Finance Bureau _ _ 

Qicshar.i Road . 

Afflcrjhjm 

Bucks HP6 5iiN ' "" 


HOLIDAY HOMbS 
CORN WA LL ' 

-iM '< v.si: c •■-:!viN ; L ; riui-;Y.. * 
VI AK ».! wr.ii/tV-j.i 5;r. 


Trouble free hmrstmai prvzvhrK 
C.G.T. nll-avtr relief 
M Established Villages B Lcbun? Com 

■ Secuni ownership S Hatted Pol 

■ MmtgaggWeprapety B QS £Courses 
FULL LETTING MANAGEMENT 

Foil detaili (video on request) 


■<: r.wC. 




GOLF OPPORTUNITY 
World leader jo lucrative Golf Gift 
market, trading 12 years, UK based 
with overseas branches it growing 
loo quickly for its Clearing Bank. 
Management position possible. 
Details from Box A4144, r-inanuti 
Times. One Southwark Bridge, 
London Sri I SHL 


■-r'T+PK* Hu.' :-J Cti FjaJ 2 itata WX HU 

ml- ’ 
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SUCCESSFULM&A BROKER 
LOOKING FOR PARTNERS 
(ou espilai required) 
LUdc£rDurd tram U&ekbrefciog, nortui 
h»ifli>Cl& JCCLu n lt ng. loJCSby IpeClifoU 

yrtlexei Is rcgincrriog, k-Htnrecdoa and 
firazdjt j ci aa. Experience k dealmg *t 
PLC lenl level needed. RepJy W Boa Xu 
Ai 137, Hnuual Tinei, Ou Souliwiik 
3rid£.- l I.r.™knSF.l 310. 


Make a profit up to 40% on 
your tax liabilities - at no cost... 

- Wc have excess fox allowances and arc able to offer the 

reduction on current + defended year tax liabilities 

- Especially custom tailored Tor companies: 

•- with a limited activity oF triade 
- donnal companies 

- The current year tax liabilities must be minimum £75,000 - 
no maximum. ! 

- The companies which want to achieve die reduction must . 
have the funds available to meet their current tax liabilities 

Call today for further information at 071 289 3322 

Evenmain Ltd 


TRADE 

FINANCE 

• Letters of Credit - 

• Stock. Debtor and Trade 
Bill Finance and consultancy 

. ■ Commodity and Counter 
Trading 

Oversew Trade Corporation Ltd 
Intern aoonai House, 
l Sl Katherine Way . 
London El 9UN 
Telephone 071702 9531 - 


CITY TRUST 

offer s professions! and 
compre h ensive hdUty hr - the 
formation ad management of 
offshore companies and 'Erasts In 
aqr jortodictfon lor c o r porat e and 
individual diems. A persons! sod 
discreet approach to ettrotfe 
requirements is aasored and 
gften by qualified personnel. 
fer farther details, picas* eeottet: 

J. C. Haber. ACIS, FfA, 

CSty Trm* LimHott. Montodi House, 
Smith Qm* Doudw, Isle of Man 
TU: *0624 661881 fez: r06348U423 


NEEDED 

USED EQUIPMENT FOR 
PULP AND PAPER . 
PROJECT . • 
CAPACITY 50K-80K-TPY 
Tel: 0039-2-58314335 
Fax: 0039-2-58314429 i 


BLOODSTOCK 
AGENT : 

has for sale a lop class 
Steeple Chaser. 

For details telephone: 
056 886 641 ;• ■; 


2,000 Original . 
IBM Computers 286 

Model 5170, 2MB RAM, 
60MB Hard disk* 5.25 in 
floppy drive, ' Colonr 
monitor, keyboard, maths co 
processer. . 

Large quantity negotiable. 
Please call 071 37Q 652? - 


CORPORATE VENTURING 
CENTRE - 

Ifyoulnve 
- le cfe nc ta riq 



INVESTOR 

£250K required by - 
experienced team to launch 
new mail order/rctail - 


VENTURE CAPITAL 
REQUIRED 
MIN. £250,000, . 
BASIS TO DE AGREED, jPOR 
SERIOUS VENTURE IN' THE 
‘ FIRE PROTECTION 
ADVANCED technology 
FIELD. TEL: SSI 59130*3 


' chanmf.i. islands 

Ol fctwir CbtnpHBy Formation and 
Adminritnition. Abo Liberia. Pan¬ 
ama A -RV1 cm- Trvijl on^burc 
fadfrirtt dod--fcrv«« 

Fur details and apptrintnKnl mic: 
Ck*jt Tluu rad Bdm.'m Hihk. 7-6 - ‘ 
Udsnvu Ad. Sl Hdk.T. Jcrv>. C.I. 
tH 05 <■» Ti-’U. F.U_ _, J5J4 .»:*» 
Sagffnji-nTOJCCfF'iaMc 




THE GREAT LITTLE 
TEA SHOP 

s««kc 'friends' to join its unique 
'sustainable tourism'/conseivatlan 
project. 50 eights of 3 crown 
acccnanadukm is available fax £999, is 
valid over 5 yews, and is ismslcssble lo 
family, employees or friends. Profits 
are rithed to conservation group * and 
the venture, is approved by the 
Conservation Foundation and David 
Bellamy. 

Ring AW 07687-73S45. 


Private Investors 
Sock Opportunities 


Venture Capital Report (csil978) 
is subscribed to by investors and 
features entrepreneurs' ventures. 

Free Information pack 
TcL-0491579999 - 


raaumxD lc and b of e facility qook 

approx. PratttatHo pic co. 7 /ear history 
. Fer East eonaumor nwrehandiM lull aecu- 
|*» eueflobfe- A4t43. Financial Ttiroa. 
OnoSonBiwart BrWfli*. London SEt 9HL 



BUSINESS WANTED 


t »i MCHi VAH tu -A I w.wi A li M I 


Oo/ dient which has been eeahTwhe d for 36 years, currently turning over 
in excess of £25 million is seeking in acquisitroo In the DIY product 
teaor. This will be a strategic acquisition to enhance ibe range of products 
- currently sold through existing distribution and marketing channels as the 
company currently applies "sheds" and-oihtt major rctailere. Our diems 
are privately owned and have both the funds and management resources 
available u> successfully impiernmn.acquisition in the short term. 

In ebe first Distance, coaid y«i please write to ourselves providing brief 
ddails of year own company including current rod forecast turnover 
profit and a brief resume of the company’s openurans. • 

Inrotmalion will be unicd in.the strictest confidence. 

^ Plotse reply under reference MV/of. 

Mtssn Carom Bcdcmro. * ’ 

Hobsai Howe, 155 Gower Street. LONDON WC l C6BJ 


WANTED FOR 
PURCHASE 
■ Stationery/PriDLing 
Companies inside the 
M25 area. Any size of. 
turnover considered. 

. . Please reply to: 

Box A4i22, Financial 
Times, One Southwark 
Bridge, London SET9HL 


* WANTED WASTE 
DISPOSAL SITES 

.' Waste disposal .sites at 
Ccorpanlea required by larKffilJ 
- subskfery of meqorquated 
UK pte. South East England 
. . • preferred. 

Wif» jo confidence to Box A4128, 

. Financal^Doves, One Southwark 
Bridge, London SEl 9W. ;; . 


- ENVIRONMENTAL- 
INDUSTRIAL CONSULTANTO 

Rapidly expanding engineering 
ceiyiccs gmop with water tmtiaror 
sshaidbry seeks co-operation 
witWpanicipaiiofl in nviitaunuial. 
coanilunu with Ibwigp osiBdfl jfe row di 
in Indvnritl markets. 

Hcaac write hi nanfldcnw to Box A4134,, 
Ficaorial Times. One dputfcvurit Bridge.] 
tendon SKI 9HL 


Businesses Wanted 

We arc an expanding Ortwp of private 
owhpa iM B* rocking in broaden «* field of 
operaDonl^ asqnUdon. Moat bnrihcaxx 
except high ueh. ead.MmpDdeg wfflha 
considered. Write » first instance 
pnniding brief dptaik te: - 

B<xA4«srpi WK UT<M. . 

<tae SoaSnatat Bdfet, UdSob Sffl 9UL 


International Publisher seeks titles 
- in spcciaGn technical fields. 
Preference Is for titles in industrial 

or commercial areas with 

reasonable subscription Income. 
International publications 
preferred. Good levels of 

- advertising would be atiroajva 
though not essential. Newsletters, 

. ™»gaxinc3 and journals 
considered. All approaches treated 
in confidence. 

Write to Bus Number A4138. 

- Financial Times, One Southwark 

Bridge, London SBi 9HL 


stainless steel 

FABRICATION 

Midland cmpo*]> ntthc („ Erow ty 
squiring a butsnes cafsmed m dent, 
uracfora or product, | a n, in 
u amlm usd 

. Company urns ban uMfepo, cqKricmc 
of nainfcs CabdmiioQ tat±aotagy rod 
prefembly dicau b the food anJ drinta 

reply rn Man¬ 
ed confidence- in 

Bat A-M44, FhuDCiul Tmcv 
One SoaitnMiri ■ 

tamdon SEl VHJL 


wanted • 

...V .INVESTMENT 
PROPERTY 
OFFICES, HOTELS, 
NURSING & 
RESIDENTIAL HOMES 
FROlVf £10M TO £100M 
FAX: 0483-714233 
TEL: 0483*726467 

T: auctio ns 

• NEXT-AUCTION 

of fife axnxranco poiider for 
fotestoent wifi be held on 
; Thursday 16 July . 

. - Telephone: 

HJL Foster A Cmntidd 
071-608-1941 for catalogue 

A Member of F1MBRA 
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Jig Borers (Scotland) Limited 

. . (In Receivership) ; ■- 

The Joint Receivers offer for sale the business and assets of Jig 
Borers (Scotland) Limited, r. 

Situated in Hamilton, La n a rk shire and engaged in the provision of 
precision sub-contract nfiicfiimijg comprising jig boring, turning, 
niilHng, grinding, drillrag'and NG machining. 

□ Skilled workforce. -• • - 


ratal 


D BS 5750 approved, • ’ \ 

□ Annual turnover in excess of £750,000. 

O Freehold factory and offices of 23,000 sq. ft. located in a 
desirable area adjacent to M74 motorway. 

For further information please contact Robin Wilson or 
Robin Foster at the address below. 

39 St Vincent Place, Glasgow'Cl. 2QQ. - 
Tel: 041 204 2800. Fax: 041 221 1864. 

Authorised by the I morale of CbaRcral AttoamajUi in England and Woks to carry on I meatman Budaca. 


Queensbury Architectural 
Products Limited 

Portsmouth, Hampshire 

The joint-Administrative Receivers offer for sale, as a going‘concern, 

(he business arid assets of (he above company which specialises in the 
manufacture of street furniture, bus shelters, and fabricated structures. 

Principal features , include:. 

■ Profitable Business 

■ Turnover in excess of £2m. p.a. 

■ Blue Chip customer list 

■ Current; order book in excess of £600,000 

■ - Good quality light engineemg machinery 

■ Highly experienced workforce of 29 . 

■ 29,000 sq ft freehold property on a one acre site in Portsmouth. 

For further Information contact the Joint Administrative Receiver, 

Peter Beirne, KPMG Peat Marwick. Astral Towers. County Oak Business Centre. 
Betts Way, Gatwick. West Sussex. RH10 2XA. Tel: 0293 652000. Fax: 0293 652100. 

Corporate Recovery 




Motor Dealerships 

The Joint Administrative Receivers offer for sale the assets arid goodwill 
of Viking Honda and Foxtons Garage, both located in York. 

Principal features Include: .. 

■ Long established Japanese franchise occupying freehold site with 
main road frontage within 100 yards of York City WalL 

■ Lada/Proton dealership occupying leasehold premises with floor 
area of approximately 17.000 ,sa. feel 

■ Showrooms, workshops, bodyshop and forecourt • 

For further information contact the Joint Administrative Receiver, 

Mick McLoughlin. KPMG Peat Marwick, St Nicholas House, 

31 Park Row.. Nottingham NGl 6PO. Tel: 0602 483444. Fax: 0602 483401. 

KP^S^ Corporate Recovery 


t “EPSILON INFORMATION SYSTEMS” S.A. ^ 

' NOTICE 

OF A PUBLIC AUCTION FOR THE ASSETS OF 
“KIM - SP. DAMIGOS* S.A. - Thessaloniki, Greece 

toijnewitri tha Greek Government's Privatization Program the company “EPSILON INFROFMATTON 
- SYSTEMS" SA. based in Athens. Greece (12 - vs Amalias Ave.), tegafly represented as “liquidator" of “KIM- 
. SP. OAM(GOS"SA, in accordance with article 46a. Law 1632/1990 (article 14. Law 2D00/91), assigned by 
. decision 1808/Mayll. 1992 of tha Thessaloniki. Greece. CouR of Appeals 

Announces a Public Auction 

w tth sea led binding offers for the sale of the total as sets, as It Is analytically described in the June 1992. 
“OFFERING MEMORANDUM’, of “KJM - SP. DAMIGOS* SA which was established in Thessaloniki. Greece. 

(at the 6th km of the Thessatorfid - Oreokastro National Road). 

Activities and brief description of the company 

The company which was established In 1969, in ThessatonSu. Greece, was operating until the end ot 1987. 
when it filed tor bankruptcy and. subsequently went under special flqukiatjon, in accordance with article 7, 
‘par. 3 of Law 1386/1983. and Its main activities were manufacturing of electric motors, transformers, electric- 
reducing devices, pumps, distribution panels and other efectncaJ equipment with the trade-mark “KIM". 

Tha company owns the (atoning production wits which have been inaaivesinca the end of 1987: 

1. An electric motors production plant (lot, buildings, mechanical equipment and other facilities, office 
equipment, raw materials and products) located m the area of Paleokastro in Thessaloniki, built on a total 
area of85,750 sqm. 

2. A transformer production plant (lot, buildings, mechanical equipment and other facilities, office equipment 
raw materials and products) bulk across the forementlonad plant on a 50,524 sq.m, area, 

3. A production plant of electric reducing devices, pumps and other electrical equipment a foundry and an 
office building (lot. mechanical equipment and other facilities, office equipment, raw materials and 
products), located at the 6th km of the Thessaloniki - Oreokastro National Road and built on a 35,444.50 
sqm. land and, 

4. A foundry (lot, buildings, mechanical and other facflities) located at the tfstrict of Nea Santa in Kitkis and 
built on a 12,500 sq.m. area. 

In addition, the company owns the following real estate: 

1. A three-storey buikSng. with offices, warehouses, electric machinery repairing and maintenance facftties, 
located in Athens (163 Kiftssou Avenue. Agios Ioann is Rente) bu9t on a 4,010 sq.m. area, 

2. A 3.14&30 sq.m, piece of land located al 287 Monastirioust. Thassalonflti, 

3. Pieces of land of a total area 89.537 sqm. located at Paieokastro, Thessaloniki. 

4. Pieces of land of a total area 22,14825 sq jn. adjacent to the plant which is located at the 6th km. ot the 
Thessaloniki - Oreokastro National Road and, 

5. A piece of land ot an area 4209.53 sq.m, located at the Athens - Thessaloniki National Road m Larissa. 

Bidding Terms 

1. For the submission of bids. Interested parties are invited to request from the liquidator the “OFFERING 
MEMORANDUM* and the draft of "LETTER OF GUARANTEE" and submit a sealed binding offer to the 
notary responsible lor the Public Auction Mrs toanna Bfflssl - Chroussala. 11 Tsimiski st. (2nd floor) in 
Thessaloniki. Greece, tel.: 031 -287385 by Monday. July the 27th, 1992 at 15.30 p.m. hours. 

Submission of the bids will be made in person or by an authorized representative. 

2. The bids wffl be unsealed before the above-mentioned notary on July 28,1992 at 10.00 aun. hours with the 
liquidator present and with all persons wishing to attend who have submitted bids within the prescribed 
time. 

Bids not submitted In due time wfl not be accepted and will not be considered. 

3. The sealed, binding offers must clearly indicate the price offered tor the purchase of the Company's total 
assets and should be accompanied by a letter of guarantee with six months duration from a Bank, legally 
operating h Greece in the amount of three hundred million GRD. (300.000.000 GRD). 

In the event that the bidder to when the Assets of the Company have been sold, violates his obligation 1o 
appear and sign tha relative sales contract within thirty (30) days from tha date of invitation by the 
liquidator, and does not keep the ob&gattons resitting from the present anno u ncement, then the above- 
mentioned amount of 30 0-000.000 grd. of tha guarantee is forfaited in favour of the Iquidator “EPSfLON 
INFORMATION SYSTEMS’ S A for the coverage of aB incurred expenses, without having the obligation to 
prove these. 

Guarantees that are deposited for participation In the auction are returned to the other participants, after 
tha awarding (sanction) of the auction end the adjudication to the highest bidder as it is indicated In 
paragraph 8 of clause 46a of Law 1892/90. 

4. The highest bidder Is the one whose bid has been evaluated by the Bqukfalor and approved by 51 % of the 
creditors as being the most beneficial. 

5. The Bquidalor Is not ffabla and has no obligation towards the participants in the auction, either for the bid’s 
evaluation report which will be submitted to the creditors, or in regard to his proposal for the highest 
bidder. Also, he Is not liable and has no obfcgatlon towards the participating In the auction in the event of 
cancefiation or resumption, if the result is considered non beneficial by the creditors. 

6. Those parties that will participate in the auction and will submit bids do not acquire any nght or claim, 
deriving from the present declaration and from their participation in the auction, against the liquidator for 
any reason. 

7. Transfer of ownership expenses (taxes, stamp duties, notary and regist r ar of mortgages tees, and other 
expenses for topographic drawings etc.), any customs duties and delivery expenses burden the buyer. 

8. The delivery of the movable goods that are up for sale lo the highest bidder will take place at their present 
location. 

9. “EPSILON INFORMATION SYSTEMS' SA is not responsible for any bad or deficient descnptton of assets 
that are up tor safe. Furthermore, it is not responsible for real or legal defects of these. 

For any Information or to request the “OFFERING MEMORANDUM* and the draft of letter of guarantee, 
interested parties should contact Mr. GEORGE GASSIOS at the following addresses: 

a) Head offices: 

“EPSILON INFORMATION SYSTEMS S A" 

12 -14 Amafias Avenue, (ground floor, office 1), 

102 36 ATHENS, GREECE 
Tel: (01)32.42216, (01) 32.96.330 

b) The liquidator's office in Thessaloniki: 

12 Leonto® Sofou St (3rd floor, office 306), 

546 25 THESSALONIKI. GREECE I 

TeL: (031) 545.450, (031) 542.041 

^ J 



By Order Of Tin? Joint 
Administrative Receivers 
Investment Property 
Bring W.13 

Tbe Joint Administrative Receivers Peter 
Copp and Raymond Hocking invite offers in 
excess of £350,000 for die freehold hostel 
premises at 12/14 Regina Road, Ealing WJ3, 
currendy used by the local authority. - . 

♦ 14 bedrooms, 7 bathrooms, 8 w.c’s, reception 
area and 3 kitchens, 

♦ Rear garden and off street parking. 

♦ Rent income approx £45,000 pJL 

Further details available from Adrian DeSousa 
at the Receivers’ sole agents, Stick!ev & Kent; 

99 Parkway, London NW17PP. 

Tel: 071-9110654. Fax: 071-916 3222. 

STOY HAYWAKDl^fe^ 

Accountants ■tnd Business Advisers A member of Horwadi Intemanonal 
Authorised by the Institute of Chartered Accountants 
in England and Waks to cany on invetnxntbusness 
8 Baker Street. London WIM IDA Tel: 071-486 5888. 


FAMOUS ITALIAN 
FASHION SHOPS. 


3 colourful franchised fashion shops 
united in one company. North of 
London in major towns. Newly fitted. 
Prime locations. Genuine reason for 
sale. Further enquiries from principles 
only to: 

BoxNo:A 4I24 

Financial Times, I Southwark Bridge, 
London'SEI 9HL 


FLUID POWER 
MANUFACTURING 
COMPANY 

Long established company 
with own branded product 
range. Location Southern 
England. Turnover exceeds 
£750,000 per annum, with 
50% Gross Margin.-For 
further details. 

Write lo Box A4I33. Financial . 
Times, One Southwark Bridge, 
London SEt 9HL. 


OFFICE EQUIPMENT 
MAINTENANCE 
COMPANY 

London Based Company for Sale on 
going concern basis; ahernuivciy 
assignment, of tong term 
maiu t man ce contracts generating 
cbca£1.9mp.a. 

Write Box A4129. Hraadal limes. 
One Sotnhwack. Bridge. 

London SEt 9HL 


PARIS NIGHTCLUB 
FOR SALE 

Prestigious Discotheque 
situated on the famous 
Champs Elysccs, 
Parts. France. 

Size: 850 sq metres. 
Cap&cfty: Caters for In 

excess of 1000 people. 

Kb tutor fatonwim Apply loe 
KMKfcdrsBM.Bo.AW 
Ouc Scudmk Bcidfc, Landed SSl 9HL. 


r PLC For Sato H 

I London and Suffolk w 

Investments pic £950.00 I 

I Other un-lraded British PIC's waKtofo ■ 
from stock for rmmedtaM trafino. I 
- No toitbertaEtl touts nqoimL „ 
1 Full secretarial, office and management I 

I " tacfflflasavaSafle. J 

Offshore compos formations. I 

Hew nroducs wanted for cfiwfe 1 

I T9t 96335605&5 Far 0S3S 6S1416 I 
or talaptmna 0449 778225 tttnydma. ■ 
Gresham TaehnoioglM Ltd j 


Quality Registered Precision 
Engineering Company 
South Coast 

Freehold, Turnover £600k 
For Sale as Going Concern 

Jeffrey Warner ESoU 
(reference HAW 236) 

Suite 4, Maypole flouts 
Maypole Road 
Eaft Grlnttud 
West Sussex RHU UK) 


PRIVATIZATION OF A GLASS CONTAINER MANUFACTURER 
in the Republic of Poland 

invitation to Negotiate 

The Chief of tire Ministry of Privatization (the Minister), acting on behalf of the State 
Treasury in accordance with Article 23 of the Privatization of State-Owned 
Enterprises Act of July 13,1990 (the Privatization Act), hereby issues an Invitation to 
Negotiate to all suitably qualified parties interested in the purchase of the shares of 
Huta Szkla Jaroslaw S.A. ("the Company"). This invitation is for the purchase of no 
less than 10% of the share capital and no more than the total share capital of the 
Company less the shares to be offered to the Company’s employees pursuant to 
Article 24 of the Privatization Act. Jaroslaw S.A. is engaged in the manufacturer and 
sale of glass containers for foods, beverages, cosmetics and pharmaceuticals. 

In accordance with Article 24 of the Privatization Act, up to 20% of the shares of the 
Company will be offered to the employees of Jaroslaw on a preferential basis. The 
present invitation to negotiate includes negotiations on the option to purchase shares 
offered to the employees pursuant to this article but not purchased by the employees. 

An information Memorandum is available, subject to signature of a Confidentiality 
Agreement, and may be obtained from Price Waterhouse - International Privatization 
Group (PW-IPG) at the address below. Upon receiving a written expression of 
interest, PW-IPG will send a Confidentiality Agreement to toe interested parties. The 
Information Memorandum will provide the guidelines and timetable for preparing and 
submitting a proposal for toe purchase of shares in the Company. 

All written expressions of interest must be received no later than 5 pm on July 25, 
1992. The Ministry of Privatization reserves toe right to extend this deadline, but is 
under no obligation to consider expressions of interest and requests for the 
information Memorandum after July 25. 


All expressions of interest and inquiries concerning this invitation should be 
addressed to: 


International Privatization Group 

Price Waterhouse 

ulica Krucza 36, pokoj 716 

00-525 Warszawa 

Poland 


Attention: Mr. James C. Cantalini 
Mr. Lance D. Crist 
Telephone: (43-22)21-34-68 

(48-2) 628-0281, ext 322 
Facsimile: (48-22)21-34-68 


For inquiries not related to the glass industry. Price Waterhouse's main office should 
be contacted at: ul. Bagatela 14,00-950 Warszawa: tel (48-22) 21-54-51 or 
21-83-94, or fax: 21-74-59. 


This advertisement has been approved by Price Waterhouse, which is authorized to 
carry out investment business by the Institute of Chartered Accountants in England 
and Wales. 


L ewis’s 

■m/ BLACKPOOL 


(IN ADMINISTRATIVE RECEIVERSHIP) 

The Joint Administrative Receivers of 
Circledemo Limited (t/a Lewis's Blackpool) 
offer for sale the business and assets of 
the above company on a going concern 
basis. Lewis's is the largest Department 
store in Blackpool. 


* Full line Department store. 


* 1991 turnover £6.3 million. 

* Long leasehold premises situated on 
the Promenade, Blackpool. 

* 85,000 square feet of selling space. 

* 30 Concessions. 


For further information please contact: 
James Gieave or Greg Tate, 

Arthur Andersen, 

Bank House. 

9 Charlotte Street, 

Manchester Ml 4EU. 


Tel: 061-200 0302 
Fax:061-200 0343 

Anhu' Andersen <■; authorised I .y me 
Institute of Chartered Accountant 
>n England and Water- to carry on 
investment business 


.Arthur 

Andersen 


CCS PIPPBROOK LIMITED 

(IN ADMINISTRATIVE RECEIVERSHIP) 

The Joint Administrative Receivers offer 
for sale the business and assets of the 
above company which briefly comprise: 


* 11,000 sq. ft. freehold office premises 
within half a mile of Junction 26. M62 at 
Cleckheaton, Yorkshire. 

* Expertise in database management for 
the direct marketing industry - annua) 
turnover approximately £1.5 million. 

* Established customer base of 200 
accounts including major household 
names. 

* Bull hardware and software. 


For further information contact: 
David Lovett or David Duggins, 
Arthur Andersen. 

1 Victoria Square, 

Birmingham B11BD. 

Tel: 021-233 2101 
Fax:021-643 7647 _ 


Arthur Andersen ,s authorised tv the 
institute ot Chertere-i Accountant 
m England and Wales to carry on 
investment business 


.Arthur 

Andersen 




ALAN R. BARTLE (DRY LINING) LTD 
AND PLASTERING & DRY LINING 
SUPPLIES LTD 

(Id Administrative Receivership) 

The Joinl Administrative Receivers otter Tor sale on a going 
concern basis ihc businesses of (he above named companies 
located near Newcastle upon Tyne. 

• Established suppliers of plasterboard and dry lining 
materials. 

Quality workmanship in plastering works for recurring 
established customer base. 

Contract order book approx. £500.000. 

Work in progress approx. £250.000. 

Freehold premises of 4.000 square Teel. 

Annual turnover of supply company £700-000 approx. 
Annual turnover of contracting company £l.Im approx. 



For farther information please contact 
the Jnial Administrative Rrcrivcr. 

Jeff Cawson. ai BDO Binder Hamljn, 

Pearl Assurance House. 7 Ne«* Bridge Street, 
Newcastle spun Tjoe. NE1 SBQ. 

Tek 041 261 2481 Fax: U9I 232 03M 


BDO 

BINDER 

HAMLYN 


Chartered Accountants 


Auihfimnl fri the Irutiiutf «.y iJuutnnf A>>vunianh to kntfdmJ 

nnd Mil In to rerri on iDmtwimt tmunm 


— % — + £ 




Nathan Engineering 
(Nottingham) Limited 

Midland Conveyor 
Systems Limited 

RJ Rees FCA and DJ Blenkarn FCA, Joint Administrative 
Receivers, offer for sale as a going concern the business 
and assets of tiie above companies, which are 
manufacturers ot conveyor systems, principally to the food 
industry. 

• Historic turnover in the region of Elm. 

• Orders and enquiries totalling £4.2m. 

• Own range of belt bends. 

• Modem 19,000 sq. ft factory premises near Ml (J28). 

• Four other modem industrial units totalling 23,000 sq. ft., 
two fully lei 

• Unique 'interflow 90' automatic loading/unloading 
system for palletised products end generating interest 
from major retail chains. 

For further information, please contact Richard Rees 
or Paul Harrison at: Price Waterhouse, 

Victoria House, 76 Milton Street, Nottingham NGl 3QY. 
Tel: (0602) 419321. Fax: 10602) 472660. 

Price Jfaterhouse 
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BUSINESSES FOR SALE 


CAR DEALERSHIPS 


my? s . >»*!'■ -*4tKSz- ■ ■' IhZi-y ■ -'T. * ■ . 


Tfia Joint Administrative Receivers of Hewson McElroy Investments Limited ond Its subsidiary companies, ofler for safe as 
going concerns ffieir businesses and assels. TTie group's businesses Include me followlng.- 

Kastner Wrynaras 

4 car dealerships with a leading Swedish exporter which are 2 car dealerships with a leading UK manufacturer located in 


located in Bristol, Chippenham, Exeter and Plymouth. 


Salisbury and Romsey. 


Principle features of the businesses Inciude:- 


• annual group turnover of £29 million 
1 annual group profit before interest of £1.6 million 
1 220 employees. 


well established otter sales activities and excellent 
customer pare 

ail franchises located at excellent sites which are a 
mixture of freehold and leasehold properties 


For further information and sales particulars regarding either the whole or parts of the group, 
please contact C J Barlow or T C H Ball at Cork Gully, 66 Queen Square, Bristol BS1 4JP. 
Telephone: (0272) 277165 Fax: (0272) 307008 


C«rk Gully n aulhumud in Uw iruntf uf Gxfcn & Lybraml by [he Insmuie of Chartered AocminQDB 
in England and Walir- in carry cm Inve-uneni Business. 


Cork Gully 



Long Established Family Hardware Business 
The JOINT ADMINISTRATIVE RECEIVERS of 
RICHARD GREEN (RIPLEY) LIMITED 

Oder For Sale 

THE BUSINESS AND ASSETS (Turnovercirca £400K) 
Including Goodwill, Slock and Freehold Premises 
Situated In Midhursi, Sussex. 

Contact Mr D.R.F. Saptc and Mrs F.E Watson 


BEGBIES, Chartered Accountants, 

6. Raymond Buildings, 

Gray's Inn, London WC1R 5BP 
Telephone: 071 -242 6939 Fax: 071 -405 0350 



FOR SALE 
AS GOING CONCERN 

Design and Manufacturing Company for heavy duly hydraulic manipulaiozx and 
heavy duly electric robots for the foundry, forge and steelworks industries; sake 
approximately £3.9m. Good order prospects worldwide. 

Intellectual Property: The designs for range of products i n cluding: 

1 Hydraulic manipuktorc (100kg - 3000 kg payload)- 75 Installed 

2 Robot grinder (prototype now operational} ■ one order in hand 

3 General handling robot (2 too payload) - 20 instilled 

4 Shroud handling robot for use in comiauous casting sDedmaUng - 5 installed 
Business, property and equipment for sale. 

Indications or Interest should bo addressed to the Joint Receiver. Mr L D Grainger, 
by telefax to 0236 426177 or W1 331 2623, Cram whom foil details or the business 
are available. 


LEADING HEALTH & FITNESS CLUB 

■ Profitable 

« Valuable leasehold in major city ccmrc 

■ 36,000 square feet wilh low fixed rent 
- Grand scale facilities 

■ Capacity for double membership 
FOR SALE £2,2M - PRINCIPALS ONLY 

Box No. A4134, Financial Tunes, One Southwark Bridge, London SEl 9HL 


TEXTILE TRIMMING MERCHANT 

London - Centrally located 
Considerable existing sales/connections 
Particularly suitable for family-run concern 

Reply to: Box No A ISO, Financial Times, 

One Southwark Bridge, London SEl 9HL 


LONG ESTABLISHED (Over 40 years) AND PRIVATELY OWNED 
TOOL MAKING AND METAL STAMPING BUSINESS 
IN EAST LONDON 

Wide Range of Customers. Turnover of £1.5 million plus. 
Consistently profitable. Skilled Workforce. Nei assets of approx £450,000 
including a three-quarter acre freehold site wilh 14,000 sq ft of factory space. 
Offers in the region or £600,000 invited, 
for further details please contact: 

Paul Windsor, Slabbing & Associates, 

Chartered Accountant 

Dctwc.il House. 35 South Park Road, London SW19 8RR 
Telephone: 081-543-3991 & Fax: 081-543-5547 


High Quality 
Bakery Business 

The business and assets of Watsons (Confectioners) 
Limited ore offered for sale as a going concern 

■ Supplier of bread and confecHonwy since 1914 wilh excaltert 
repuRtton. 

■ Freehold bakery and head office premises comprising 17.000 
square feet in Haltoc. 'Afest Yorkshire. 

■ 22 profttabfe locaty based retail oultots with combined lumover 

af£2m. 

■ Thriving wholesale business wilh turnover of Elm. 

■ Loyal woittxce comprising 68 Ml Brr» and 102 part lira employees. 

For further derate contact the Joint Adrntofetrattve Receiver 

Michael Hore 


ROBSON RHODES 


PO Box IS. St George House 40 Great George Street, Leeds LSI 3DQ 
Telephone: 0532 459631 Fax: 0532 452823 

AuinaniM by ira hnii'ait o. Cna>i(r«d Accotmlwia ■< (ngknd okw Vtain U cony on 
«vm>nMi Dusmns 


RETAIL GIFT OUTLET 
IN WEST LONDON 

Located in prime tourist town with very profitable 13 years in nine 
ownership, this lucrative business has tremendous scope for future growth, 
including a thriving mail-onlcr division predominantly to the U-S-A. 

22 year lease remaining in premises of historical interest and existing staff 
available to new owners if required. £350,000 plus stock at valuation. 

Please apply to BoxA4127, Fi nanc i al Times, 

One Southwark Bridge, London SEl 9UL 



FORSALE 

NORTH WEST HAULAGE COMPANY 
Comprising or Haulage. Warehousing and other peripheral activities. 
The company is well established but does not form part of the holding 
company's long-term philosophy. This sale offers a national company 
the opportunity to acquire a North West depot with existing turnover in 
excess of £3 million. Interested parties should contact Box NoA4J23, 
Financial Times, One Southwark Bridge, London SEl 9HL 


PRINTING EQUIPMENT MANUFACTURER 


- LONG ESTABLISHED - WORLD WIDE REPUTATION - 
- EXCELLENT PRODUCT RANGE- 
SEEKS COMPATIBLE MERGER OR SALE 

Write to Box A4135. Financial Times, One Southwark Bridge, London SEl 9HL 


PROFITABLE BAKERY COMPANY 

Rare opportunity to acquire a profitable bakery company in the 
South East. Current production 1-5M per annum, capacity to 
produce in excess of 3M per annum. All premises leasehold. 
Production currently retail and wholesale. 

This is clean company. No loans, H.P. or outstanding commitments. 
Price £475.000. 

Write Box No A4147, Financial Times, One Southwark Bridge, London SEl 9HL 


On the Instructions of the 
Joint Administrative Receivers 
P R Copp and R Hocking of 
Stoy Hayward 
LONDON, W2 HOTEL 

18 Bedroom hotel in a prime location. Close to Marble Arch. 
Established tourist trade. Good order throughout Leasehold 
115 years remaining. Recommended. 

£495,000 leasehold. 

Ref. 20/130 

For further information contact: 

Jim Keogh, London Hotels Department 
on 071 486 4231 


CHRISTIE &. C2 


* ^ ? = E 


J HORSPOOL LIMITED 

(Iu Administrative Receivership) 
ESTABLISHED BAKERY AND CONFECTIONERS 

Robart Malonewicz nd DBp Ihltni, tfce Joint Administrative 
Rt cihm , offer for sate tbc barium and assets of J Hcuspool Untiter 

• Long leasehold premises Mapridq MBy equipped bakery and 
retail outlet in Rjadtiteghw. Nottingham. 

•j Ad&fcma] leasehold nttl outlet* to Rnddtagloa and Keywortfa. 
Nottinghamshire. 

■ • Skilled and committed workforce 

• Annual to Mom approximately fiNHUMO. 

• Wide enstomer base _ __ __ 

For farther infor ma tion plane contact: 1 11 

BDO Binder Hmnlyn, 206 Derby Road, I BINDER 

Nottingham. NC7 1NQ. I HAMLYN 

Tekphooe: 0602 415312 Fam 0602 410103 L'ItT7 


Chartered Accountants 

Amtoual t, d> loalf tfCktrind Smuto U Esgleed 
mtdUfafa Is <a >7 re laremsf Arenas 


GOLF CREDIT CARD 

Established name, excellent opportunity for 
development, for details! 

Write to Box A4139, Financial Times, One Southwark 
Bridge, London SEl 9HL. 


AGENCY FOR SALE 

Long established specialist Business Transfer Agency, 
with excellent profit and future potential 

Principals only write to Box 4145, Financial limes. 

One Soulhwark Bridge, London SEl 9HL 


MANUFACTURING 

COMPANY 

Leeds Based me he market 
Home/ExporL Turnover £2.1 m- 
PJB.T.£185k. Net assets £203k 
cash balances. 

Tel Roy Ruffler/Tony Oliver 
081-874-7511 


Burin ess Far Sale - 
Muulbdiirers of Gas Culling 
& Welding Equipment 
& Accessories, r 
EsL 1953. Folly tooled plan & 
equipment A freehold property 
available Reason for mle—Retirement 
oT Direcra. Write to Box Ncr. A414S, 
Financial Times, foe Souhwufc 
Bridge, London SEl 9HL 


SIGN MANUFACTURING 
COMPANY 

Well oubUthcd in Thames Valley area 
for site due io imminent retmmml of 
proprietor. Company pre m ises would 
ibo be available on a freehold or lease 
basis. Principal* only. 

Wnte in Box AW*. Financed Tunes. 
Cme Soinlnmrfc Bridge. London SEl - 
9HL 


Old established and profitable 
Veneer Merchants business for sale, 
situated in London. 

Annual sales revenue approximately 
£750,000. With low overheads. 
Qnafity customm io the furniture 
and motor todnsuy. 

For farther enquiries please, write to . 
Box A4125, financial Timco, 

Ono Sootinvartc Bridge, London SEl 9H1 


Dm to time wastes ito 
foUnriag txanpeoy is sttH asriOriila 

FOR-SALE 

REGISTERED FRENCH COMPANY 

- (SjarL) Based in antibes 

Spadsl ha h VRU/Mner Yacht Ratal Oaw 
kemtoaiCm lUtoia -faynna pHi 
H arbour Sido office Always Profitodc. An 
ideal tone to far Son* of Fiance 
Wri»o to Boa financfcl Times. One 
Soe*w»ifc Bridge, Londrav S£19KL 


FOR SALE- 

Antique Sanitaryware Res¬ 
toration Business. Plant 
and Machinery, Fixtures 
and Fittings, Goodwill etc.. 

Enquiries write in Box A4149. 
Financial Titties. One Southwark 
Bridge. London SEl 9HL 


MAGNIFICENT HOME with HIDDEN BUSINESS 
FOR SALE 

B acres in undulating, peaceful Suffolk, 6 bedroom Hall Residence with 
outbuildings, swimming pool & restored Suffolk Barn, 5,000 sq ft offices, 
showroom, light industrial. Established manufacturing business enables 
you to work from home in style. Sales forecasted £750k. Details of the 
HOUSE, BARN, LAND AND BU5INE55 from OockWork Organisation, 
Leaven heath, Colchester G06 4UN. Fax (0206) 263555 or Tel (0206) 263616 


H 


rrmnrmm 


DIRECT MAIL LISTS & 
SERVICES 

100’S of ready-made lists immediately available. 
Suppliers to leading UK companies. Free 
catalogue. Market-scan, Freepost Chichester, Sussex. 
Tel 0243 786711 


OFFICE SPACE 
Your London office in central, 
modern purpose bn ill block. 
Secretarial, telex, fax services etc, 
provided and use of Boardroom'. 
Apply Box No A4132, Financial 
Times, One Southwark Bridge, 
London SEl 9HL . 


YOUR OFFICE IN 
LONDON 

From"70p'a day. Accom/Td 
Ans/TL\/Fax/Mail Box etc. 
Office .Box. 

Tot on 4M 07*6- 
Faa.071 580 1729 . 


FOR SALE 

Expanding Building Con tractors and 
House-Building Group located in the 
Mancbcncr area. Majority shareholders 
wish to retire. 

Turnover £18M. 

Net Asses -C3-2M- 

Lon-gearing. Bhic-Chip clients for 
rvaittartmg work. 

Write to Box No A4140, Financial 
Times, One Sooihwarit Bridge, London 
SEl 9HL 


Lying in low tax Sterling Channel 
Islands. Merchants specializing 
in select products supplying to 
the Building Industry and public. 
Profitable and enormous scope for 
expansion. Would make excellent 
branch for Company or individual 
based in the south of England as 
only 40 minutes by plane. 

Bck A4131. FwiiieUl Timer, One 
South wade Bridge, London SEl 9HL 


SPECIALIST HIRE COMPANY 
Esl 8 yrs-, based Northern 
Home Counties. Serving UJL 
Gaa/WalerfEledrical Industries. 
T/Q £750,000 niche market with 
sustained high profits. 

Benefit from National outlets and 
capital to realise market potential. 

Genuine disposal needs. 

Wrke to Bat A4142, finartal Tract, 
O n c. So t g hwark Bti^c, London 5E19HL 


0B98 TELEPHOUE MCS3A5C COMPANY ter 

Saio 021 60S SODS Fax 021 233 OOC. 


HOTELFOR SALE 
NORTH WALES 
AA/RAC ** WTB 4 Crowns. 
16 immaculate omrite bedrooms. 
Owner's flat. Lovely bay view. 
£46,000 net profit over 7 months. 
S299J000 Freehold. 

Tel: 0492-879547 


a co - company sales the 

I£ B,,n ® Borinaaa Mms To ms protea- 

daialla. Phono: 071 637 5606. 

BUSINESS PLANS a REPORTS |—S tolon OROSVENOfl STREET, W1. tux. lun amr~ 

ally puonatrad by AcoountartaTaUFex 0246 vtem ntlton fr. C70 Bw. Shortrtono hx. TaL 
460173 EiaVa Bren 071^83 7B3a 


BUSINESS OPPORTUNITIES 

R«ons AM MCQMWPinrn to sen appropmatm prohcmmmal nnmem 



Swiss engineering company oflen or licence base 

REVOLUTIONARY PIPE BORE RECONDITIONING TECHNOLOGY 
for all pipes in buildings. The technology is already established very 
successfully in different countries. If you are Interested in this highly 
profitable technology which opens new raadrcts please write or fa* to: 
intcrTcduio AG, Dorfsiraue 72, CH-88GS RiebtenrwiL 
Fax: 0041 1785 0222 - 

Tel: 0041 1 785 0220 


AIRCRAFT FOR SALE 


SEAFARER INTERNATIONAL 
LIMITED 

The Joint Administrative Receivers 
offer for sale the assets of the above 
company, a supplier of maritime 
compass, pilot and depth stranding 
ricorentcs based m WateriooviHe. 
CaH Ftnuhawc Lofts 
0703 233522 


WELL KNOWN RESTAURANT 
MANCHESTER CITY CENTRE 

Ijmg FTtlM Kh^*, 

Superb Locating. Turnover 
£850JW0 per annnm returning 75* 
Grots ProfiL BUS £425,000 
Ref: 1610. 

HARVEY SILVER HODGKTNSON 
Td: 061 236 1206 


AIRCRAFT 

TRADING & SERVICES 


CORPORATE JET AIRCRAFT 


►Sales ►Operating Leases 

►Insurance ► Charter Broking _ 

► Operating Management and Crewing 


AERIAL WORK 




: LS CALIBRA nor: 


CAA Approved 


Aircraft Sales: Neil Harriaon - 
Tbm'Peny 

Operations: Hugh Town end 


Bargain Aircraft 
1969 Falcon 20D 
6969 hours since new 

HS.12S Series 600B 
8 IMace Interior 
Contact: 
JohnKecble . 
Twinjct Aircraft Sales 
Tel: 0582 452888 
Fax: 0582400098 


BILLINGS BOOK PLAN LIMITED 

(IN ADMINISTRATIVE RECEIVERSHIP) 

The Joint Administrative Receivers offer for 
sale the business and assets of the above 
company. 

* Long established book printer and 
producer. 

* Turnover £5.9m for the year to 31 May 

1992. 

* Skilled workforce including approximately 
90 direct employees and 30 indirect 
employees! 

* Freehold premises in Worcester of 
approximately 31,000 square feet 

* Leasehold warehouse also located in 
Worcester. 

* Blue chip customer base. 

For further information, please contact: 

David Lovett or lan Best, 

Arthur Andersen, 

1 Victoria Square, 

Birmingham B11BD. 

Tei 021-233 2101 

Fax: 021-643 7647 ■ __—i- 


Arthur Andersen ts-authorised bv the 
tnsxjtuta of Chartered Accountants 
m England ancf Wales to carry on 
investment business. 


Arthur 

Anoekshn 


Roofing Materials 
Supplier 

The JoWAdmtnMraitn itowlwraoffBrffiB busbies® and 
onto of The Cl TMI Bax Umftd, tradng m 
Roafcam Suppilea. ft* safe os a going concern. 

■ FreehoW property. 22.000sq ft mBalham 
47' frontage to busy road. 

■ Showoom and yard wilh good occess. 

■ Sheet metal aid jo*ne*y wwkshaps. 

■ Further freehold shop wifti \wt. SurWton, SuiTay. 

■ Combined average turnover last 3yeafs£1.75m. 

Forfaflwr tafonnathMi please contact 
TBe JotoT AUrainfslraltw RecUnn: 

Ipe Jacob aid Vhrian Baftsfaw 

ROBSON RHODES 

186 COy Road London ECTV2MJ 
fetephane: 071-251 1644 W«e 885734 Rut 071-253 4829 
Aainwisw Uf itM tesMuiaoiaNri«re<tiicaBuiriaitiiB EntfeaJ arewato m rert r«a 
.BfaatiaaaKMHss. 


LEGAL NOTICES 


Section 17S(iyi73f2) of Ito Contain Act 
IMS due rt an B u raon Bu rnty OooaoJ unfogol 1 
IfooUana Limiud toU an to July _i993 * 
ptymeat oat of cqto fay to Guttipaay Car ito 
poipooo-of ItoCaa yn ys acm i h in a 43^H0jtXM 
of lu own i faun* fay parckaac from ito , 
Rcgincrcd Holder Ibcmof 11 * price of £1 par 
store *■* aivnnid by Spcdal Rre o h ttioa. The 
total aaaoial of ito premtoteb capital payment 
for dre sham In qacaion is £42,450.001. Tto 
SUOrtrey Dedamtea of tto Director, and Ito ' 
AodhoiV Report icqucal by aodirei 173 of Ito 
Gnqpanfca Art ISM are mUk for bqntion 
ax Ito Corepany'l Raglsinrert OITlcc. Any 
aaiUur of Ito CtDpre^ nrey m, mj time within 
Ibo Owe week* farenadkiniy RDawiag tto dare of 
■to Rorekitioa for mrea cat of Coptol Mpptj 
In Ito Caret store Section 176 of Ito rnm ti 
Act 1985 for on Onto ptodbiio. tto nnox 


EC1A2DY 
Duto 2nd July 1992 

BY ORDER OFTlffi BOARD 
Do. AJ.Rqnww. DIRECTOR 



REQUEST FOR 
APPLICATIONS' 
FOR USAID 
ENERGY PROJECT 
DEVELOPMENT FUND 

Tha Offlcn of. Eriaryy A 
Infraatnietura, USAID, aunounew 
tha nvailaibUtty of funds la eo«i 
share prafaaalbtUty or feasibility 
•todies for sneigy presets in AID-' 
assisted ooumriee. Tha Fund sup¬ 
ports energy- projects In the private. 
seder (eg. private power, privatfsa-' 

I ton) and public sector energy pro¬ 
ject* that use proven frmovnUvuor 
advanced tecHmtogles. Qgfole appB- 
csras must ha private US convunles 
or ptriilic agencies from developing 
. countries. FOR APPLICATIONS 
'CONTACT:- . Enemy Prelect ■ 

4052, Fax.703. a75 4053, Telex 
RCA243379 APPLICATION 
DEADLINE: SEPTEMBER 1,1992 


NO. W55S of 1992 
EV T11E men COURT OK JUSTICE 
CHANCERY DIVISION 

CVTUE MATTER OK 
MORGAN CKENFEU. INTEXNATIONAI, 
IIOLDINCS LIMITED 
-and - 

IN TUECOMTANIES ACT I«5 
NOTICE 15 IIIMEHY GIVEN 0M Ito order of 
dm High Corel of iuttea (Cbncory Division} 

■ towd 29ih June IW2 far da con tarnation of ito 
icdactna of Ito captol nr tto atew-iancd 
Company 6am CU.023.40i io U.S39fiSI ato 
Ito Mire MHao r oi by ito Cow showing with 
.respect to ds capital of Ito Coopmy as titreto 
tto several preticaln required by ito mbovc- 
* e t to d Are were icgisnito fay ito Rogisnr 
tf Qaspninaa UJdylM 
Dared lUs M day aTJaly 1992 

' Slsuglarr A May, 

35 Basmshall Snoot, 
UndoofiC2V5DB. 

' Maiwi far the said Q aiyau/ . 


' NOTICE OF atmiTORS 1 MEETING UNDER 
SA8f2> 

. CCE REALISATIONS LIMITED 
Otoreody COLLINGw OOD CONVEYOR 
EQUIPMENT LlMmiD) 

Natiee b hereby given that a «y-iing of ito 
aBscared CNdtoaoTlho above company *U be 
hddprenm.10 section 48(2) of Ito hmdv enc y 
Are 1986 at tto offices ofKPMG Here Marwlah. 
Aqeto Conn, 3V FUfapoal SlraeL Si Albans, 
IkrtfonbUre AL3 4RF an 21 toy 1992 si KhOO 
bo for tto prepaae of rearing ito n^al oT Ito 
Adminismtiva Hocriven sad, if tiraegfac lit.' 

. ■PPokabc**J*direo"eoon a iBea. A creditor wfll 

to c reii tod to vote only If a ankrea wwwF wni U 
daha b aabrnfated In an al ito shore address fay 
. 12 naan an 20 July 1992 sod if Ibo claim is 
* * *y n e 4 fa voting prepares. Any prastes ihre 
am nttaklad K> to ucd more be retailed la are 
before tin meeting, A creditor whose data is 

. wholly mwedn not milted la aUcnd or to 

. represented si (to mealng. 

Date I toy 1992 

AS Tboupsn. Total Adiaiaistralive Hceoiwr 


NOTTC8 OP CREDITORS 1 MECTtNO UNDER 
SA8(2) 

CMU REALISATIONS LIMITED 
StaBEtiy ORAMAC (MBOIANKAL 
HANtRJNOUMTTBD) 

Kotire s teretrr given Itot . nmtiag of ito 


told pemeret to section *8C) of ito bsolrency 
Acs 19S6.S ito odices of KJPMG ftm fatowk*. 
Aqoia Cos it, 31 Fisfajxto Sunni, Si Albsns, 
Hmfi»<MdreAL14IIPaa2l toy. 1992 rt lftflO 
“ far Ito prepose ef itaachtag tin tepon. of iki 
A dm i n i str ative Receivers and. If ihoaghi tta, 
a pp o nring a ewaftoo * etsanftieo. A credtor wB 
to oaWrd to *mo only ifivHarewcsaid 1 
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S ir ’ Robert Easton was 
exhausted He was at the 
■end of five days and 
nights negotiating with a . 
group of Malaysian admi¬ 
rals to win an orderfor two frigates. 

Each day the negotiations: ended 
later than the day before, only to 
resume promptly at 8.30am: ‘ 

For Sir Robert this was a make: . 
or-break deal. It had taken tour ' 
years: of.patient persuasion to get 
this tor. The tote of his Yarrow ship- 
yard on Glasgow’s Clydeside hung - 
on the outcome of the tnTira to a 
luxury hotel in Kuala Lumpur. ■ 

A dearth of defence orders had ' 
forced the yard, bought by GEC In 
1986, into hibernation. The long\ 
halls from which boats-had been -- 
launched since the 19th century 
were filled only by the echoes -of 
welders fabricating steel for Drag' 
power stations. 

The business was hanging on-by: 

its finger tips. And the drawing . 
office - central to the yard's ability •" 
to design as well as build stops - : 
was in an even worse position. The 
Malaysian order was the only 
chance of work for the highly- 
skilled draughtsmen. 

Sir Robert knew that, to spite of a 
recent £400m British government 
order to build three frigates, the 
design office did not have enough 
work to keep it going. He was also 
aware that if the drawing office 
shrank there was a risk it could set.. 
off an irreversible dec line at the 
yard. 

The Malaysian admirals gave Yar- 
row the £400m order last March! - 
But Mr Murray Easton, the yard's 
chief executive and Sir Robert’s 
son, recalls how close it had beek- 
“If we had lost that order the future 
of the yard would have been -in- 
severe jeopardy. There was little 
prospect of diversification or 1 
exports keeping it going. We would 
have faced some very painfal 
choices." 

Even so, the orders only offer 
Yarrow security until the mid-1990s. 

soon have to start again. With three T7TTJ ¥7 POlA/ i-TlJ ® ne th e filial Type 23 frigates being fitted out at Yarrow’s yard on the Clyde. If the shipbuilder had not secured a make-or-break 

> UK. 1 “LLj JT VJ ¥ V lilt deal with Malaysia it would have faced decline when the last of these vessels sailed out Photograph. Ashley Ashwood 


other warship builders in the 
the competition will be intense. 
Indeed Yarrow's fight for survival is 
just one example of how perilous 
the defence business has become 
since the end of the Cold war. ' 
Spending on defence is falling! 
There are fewer large programmes, 
and those left are becoming more 
uncertain. Contractors are having 
to put large sums into development 
work, even though orders are being 
cut back and delayed. 

Customers are expecting more 
sophisticated products and, taking 
advantage of cut-throat competi¬ 
tion, demand cheaper prices. Thus 
the contractors’ profit marg ins are 
being squeezed in a vice. Companies 
are so desperate to keep then facto¬ 
ries working, that they are prepared 
to lodge loss-making bids for busi¬ 
ness. . ... ... . 

Once a company has won an 
order - whether for a frigate, a 
fighter or a radar system - It will ■ 
have to spend more of its own 
money to develop the product than 
it used to, it will have to wait lon¬ 
ger to get paid and an increasing 
share of the payments will be with¬ 
held until the product proves itself 
in the field. - . -. 

This is a complete upheaval for 
defence contracting,, which until six 
years ago worked like a comfortable 
dub. 

A former senior official at the 
Ministry of Defence describes bow 
cosy life used to be for the contrac¬ 
tors: “Large defence suppliers 
thought the purpose of the MoD 
was to keep them fully occupied. 
The assumption was that if they 
were working on a large contract 
they would get paid £20m a month 
no matter what they did.” 

Those days are no more, and their 
passing strikes at the heart of Mar¬ 
coni, GEC's defence arm. 

Marconi is now under siege. As 
Mr David Fletcher, Marconi's man- 
aging director, puts it “It is becom¬ 
ing an all-or-nothing business in 
some areas where there are fewer 
and fewer big contracts. If you lose 
one deal then you may have to exit 
the field altogether." 

Marconi is the largest single 
chunk of GEC's business, with an 
annual turnover of close to £3bn, 
and its future is central to that of 
the group. Most of the other big 
parts of GEC's business are run 
jointly with partners - Alsthom in 
power engineering. Siemens in tele¬ 
communications and General Elec¬ 
tric of the US in domestic appli¬ 
ances - but in defence GEC's 
future is entirely in its own hands. 

to the last few years it has taken 
a Elba gamble to go deeper into the 
market in spite of an end to the 
Cold war. Marconi's turnover rose 
from £2 bn to £3bn through the 
acquisition of large parts of the 
defence businesses of Plessey and 
Ferranti But as yet the results of 
these takeovers are not flattering. 

GEC executives admit the Plessey 
purchase has yet to pay its way. 
Three years on, the deal is still 
diluting GEC’s earnings. And the 
Ferranti radar business In Edin¬ 
burgh, which GEC bought for fiSOOm 
two years ago, could also face prob¬ 
lems. It was purchased mainly 
because it is developing the radar 
for the European Fighter Aircraft 
Now the EFA programme in doubt 
and if it collapses, senior GEC exec¬ 
utives say there would be serious 
consequences for Ferranti. 

These problems in mind, it will be 
difficult enough to consolidate Mar¬ 
coni's position in the defence mar¬ 
ket, but in addition the company is 
being asked to provide much of 
GEC's future growth by attempting 
what it has never yet achieved: suc¬ 
cess in consumer electronics mar¬ 
kets, competing with, the big Japa¬ 
nese groups. 

If Marconi thrives it will drive 
GEC forward. If it fails, GEC’s whol¬ 
ly-owned activities could be reduced 
to a motley rag bag of defence and 
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industrial companies. Senior GEC 
executives are in no doubt how 
much is at stake. One non-executive 
director comments: "We have to 
exploit Marconi's technology to 
move into consumer, industrial and 
medical electronics markets. Unless 
steps are taken in each of these 
areas it is difficult to see bow the 
group will achieve growth." 

Senior GEC managers are acutely 
. aware that so far Marconi has failed 
to fully exploit the potential of its 
.technology. Lord Prior, GEC’s chair- 
- tnan, admits: “We have not got that 
right yet” ■ :• ' 

The plain speaking Mr Fletcher, 
who . became Marconi’s managing 
director, last year, is well aware of 
the difficulties facing the group. “If 
we behave in an tod fashioned, insn : 
lar way, relying cm our tod defence 
markets our fate will be gentle 
decline,” he says. 

He is attacking Marconi’s weak¬ 
nesses with gusto, forcing through 
a more aggressive approach , to 
defence markets. By the end of the 
decade he wants SO per cent of its 
sales to come from non-defence 
areas. 

In defence Itself, Marconi starts 
from a strong position. It is the 
dominant defence electronics group 
in the UK Its acquisitions in the 
1980s have eliminated competitors, 
so in electronics it does not face 
cut-throat competition of the type 
that Yarrow still faces in warships. 

Its acquisitions also have an 
international significance. Through 
its purchase -of Plessey, GEC now 
has some very important US 
defence interests. Among them is a 
potential electronic gold mine 
tucked away to the suburbs of New 
Jersey. Called GEC Marconi Elec¬ 
tronic Systems, this'is likely to sup¬ 
ply most of the US Ai r For ce with 
the system known as JTTDS (Joint 
Tactical Information Distribution 
System) tbat -should replace radar 
as the way fighter aircraft identify 
targets. 

GEC's dominance in British 
defence. electronics has also 
strengthened its bargaining position 
within the European defence indus¬ 
try. An example is the way its rela- . 
tionship with Thomson-CSF, the 
French defence electronics group, 
has expanded since the Ferranti 
and Plessey purchases. But perhaps 
most importantly Marconi can draw 
upon great technological resources. 

GEC is often accused of underval¬ 
uing technology. Marconi, however, 
is crammed with talented engineers. 
At its research centres at Caswell 
near Milton Keynes and Great Bad- ’ 
dow near Chelmsford it has a stock¬ 
pile of technology which is the envy 
of competitors - from laser-guided 
weapons and gyroscopes in Edin¬ 
burgh to torpedoes and satellites in 
Portsmouth. 

When all Marconi's strengths con¬ 
verge the result is a world-class 
company. One example is the avion¬ 
ics division based In an old Short 
Brothers’ hangar at an airfield just 
outside Rochester, Kent. From this 
unprepossessing base the avionics 
group has become the world’s larg¬ 
est supplier of head' up displays for 
fi ghter aircraft, one of the leading 
suppliers to the US armed forces 
outside North America and a major 
subcontractor to Boeing. 

At Rochester high technology, 
sound finance and commercial 
ambition combine. But even at its 
best Marconi has some nagging 
weaknesses, which are inextricably 
linked to. the way GEC works. It 
may only rid itself of these by 
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breaking with GEC’s traditions. 

Marconi is usually a subcontrac¬ 
tor. supplying components, often 
very large pieces of equipment, to 
other companies. It now needs to 
become a prime contractor - integ¬ 
rating important projects. 

Prime contracting is how defence 
companies earn their healthiest 
profits. Mr Fletcher explains: “If 
you are just a supplier of bits and 
pieces you will get lost You only 
keep charge of technological devel¬ 
opments if you are a prime contrac¬ 
tor. If not you end up being a lackey 
working within someone else's sys¬ 
tem." 

To prevent Marconi becoming a 
high technology "lackey" Mr 
Fletcher needs to pull together his 
company’s far-flung resources. Mar¬ 
coni is a loose federation of about 40 
companies, collected by a string of 
acquisitions. 


T 


| "his federation, however, 
has a history of sectari¬ 
anism. It has frequently 
been prone to border dis¬ 
putes which constantly 
threatened civil war. There is deep 
rivalry and sometimes outright hos¬ 
tility between Marconi companies. 

As a senior GEC executive puts it 
'Marconi companies only used to 
talk in order to tell one another 
lies." • • 

Some customers say they used to 
. see a string of Marconi companies. 
Each would seek to undermine the 
others and all would distance them¬ 
selves from GEC. 

The Eastons of Yarrow saw no 
merit in highlighting their links 
with Marconi when the yard was 
bought by GEC. Mr Murray Easton 
comments: "In the late 1980s this 
company did not make a strong 
play, of its links with GEC. There 
was no great attempt to find syner- 


The tension between Marconi 
companies was partly created by a 
policy of divide and rule from on 
high. GEC encouraged them to com¬ 
pete against one another. 

The antagonisms ran deep. Staff 
at the Caswell research centre 
recently brought together the four 
Marconi companies which use its 
gallium arsenide semi-conductors, 
to discuss joint product develop¬ 
ment One executive present recalls: 
“The polite description is that there 
was tough negotiating. The reality 
is there was almost a punch up." 

The warring Marconi baronies 
only really came under the sway of 
GEC’s Stanhope Gate headquarters 
in the mid-1980s. Lord Weinstock 
was far from ruthless with Marconi 
“We took it very slowly because the 
companies fought with one 
another." he says. “It was very diffi¬ 
cult to knock heads together. If we 
had alienated people we might have 
lost them without having replace¬ 
ments. We were very gentle with 
it" ' 

GEC eventually paid for this gen¬ 
tleness with the Nimrod fiasco. One 
of the biggest cost overruns in Brit¬ 
ish defence history, this became a 
byword for all that was bad with 
toe cosy world of cost-plus defence 
contracting. 

The Nimrod early-warning radar 
was scrapped in December 1986 
after almost £lbn had been spent on 
its nine-year development. The proj¬ 
ect was several years behind sched¬ 
ule and hugely over cost. 

Many of toe problems were of toe 
-Mod’s own making. It kept chang¬ 
ing its mind about what kind of 
system was needed. But Nimrod 
also exposed Marconi’s weaknesses. 
A former MoD official, who was 
closely involved in Nimrod, says: 
“One of the problems was that peo¬ 
ple were not telling Weinstock the 
truth about, toe project and he had 
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Charles 

Leadbeater 

reports on the 
group’s strategy 
for Marconi 

no way of really checking what was 
going on in Marconi'’ 

Nimrod was the turning point. 
The MoD introduced competitive 
tendering and a long overdue 
change came to Marconi in the 
shape of Mr Fletcher, who says: 
“Life was easier to the past, that 
kind of competition between our 
own companies is a luxury we can 
no longer afford." 

Now Marconi has a younger, 
more aggressive management with 
plans to shake up the business by 
pulling together its resources 
through greater central direction. 
At its headquarters at Stanmore in 
Middlesex toe old guard has been 
overthrown. About three quarters 
of the managing directors of Mar¬ 
coni companies have been replaced 
in the last IS months. 

Teams are being formed from 
companies across the group to focus 
their diverse skills on the same 
market. The marketing chiefs of all 
Marconi companies recently gath¬ 
ered at Stanmore to discuss their 
plans. It was the first time they had 
ever met together. 

Lord Weinstock remarks: “I have 
seen two generations of manage¬ 
ment at Marconi. These are the 
ones we have most given their 
heads, the least conservative, the 
most adventurous and the most 
aggressive." 

But for all his drive and confi¬ 
dence Mr Fletcher still has a huge 
task on his hands. Apart from toe 
bewildering maze of subsidiaries, 
the group's initial outings as a 
prime contractor have not got off to 
an encouraging start Its bids for 
the Merlin helicopter, the Asraam 
missile and the initial phase of the 
command system for the future 
Anglo-French frigate all failed. 

Mr Fletcher is pulling his subsid¬ 
iaries together. But they still all 
report their financial results 
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directly to Lord Weinstock, and to 
really break Marconi’s centrifugal 
culture the group will have to claim 
more independence from Stanhope 
Gate - a move which is bound to 
provoke tension. One senior Mar¬ 
coni executive says: “We want more 
freedom and to time we will get it 
If Lord Weinstock fell under a bus 
tomorrow we could carry on as nor¬ 
mal. We are the ones running the 
company." 

On top of this the really difficult 
task will be doubling Marconi's 
sales in non-defence markets. There 
are no easy pickings in consumer 
electronics. Thomson of France, 
which has spent large sums to build 
an international television manu¬ 
facturing business, is making big 
losses on its consumer activities. 
And Philips, the leading European 
consumer electronics group, is up to 
its knees in red ink to spite of two 
years of restructuring. This is the 
lions’ den Marconi is about to throw 
itself into. 

There have been some successes 
already. Marconi’s expertise to sig¬ 
nal processing for military' commu¬ 
nications has led it into making 
receivers for satellite television. 
There are also some exciting prod¬ 
ucts on the way - a video phone 
which is attracting interest from 
large US telephone companies and 
an interactive video system which 
United Airlines has chosen to pref¬ 
erence to a Japanese design for its 
to-fligbt entertainment system. Mar¬ 
coni’s expertise could spawn a wide 
range of products in telecommuni¬ 
cations, air traffic control, transport 
and environmental monitoring. 
Marconi executives are excited at 
taking tbeir first faltering steps into 
the bright world of consumer mar¬ 
ket. But they face big obstacles. 

What Marconi needs are alterna¬ 
tive families of products to replace 
the defence work. Yet even when 
companies have excellent technol¬ 
ogy, it is extremely difficult to turn 
an idea into a product which could 
support a business. 

At Ferranti Defence Systems in 
Edinburgh, a trawl brought to the 
surface 530 ideas with no plan of 
how to turn them into a product. 
Thirty ideas had a business plan 
but no people or cash to turn them 
into a product. Just 20 activities 
might provide the basis for real 
businesses. Mr Roy Tait head of 
Ferranti’s civil businesses said: “It 
would cost film just to winnow the 
ideas down into realistic proposals." 

Armed with new products, the 
□ext obstacle is always to make it 
commercially competitive. Marco¬ 
ni’s defence factories will need a 
complete overhaul to compete in 
consumer areas. 

The Broadacre missile plant in 
Portsmouth has started and the 
shock of making simple electronic 
components for satellite television 
receivers, at a cost of less than £2 
each, has forced the management to 
revolutionise manufacturing meth¬ 
ods. It has slashed stocks, reduced 
the number of suppliers, and 
improved he design of products to a 
drive for efficiency. 

The plant now makes electronics 
components as efficiently as com¬ 
mercial competitors. It is also mak¬ 
ing missiles much more efficiently, 
to 1990 it took 1.700 hours to pro¬ 
duce toe key part of an Alarm mis¬ 
sile. With just-in-time manufactur¬ 
ing that has come down to TOO 
hours. 

But it is toe final obstacle Mar¬ 
coni faces that will be the biggest - 
its lack of marketing expertise. 


At their most introverted, Mar¬ 
coni executives believe they are the 
industrial arm of the MoD. In the 
words of a senior Stanhope Gate 
executive: “They are trying to mar¬ 
ket their video phone as if it were a 
frigate." 

Mr Fletcher plans to offset this 
marketing weakness by forging alli¬ 
ances with well established con¬ 
sumer electronics groups. But Mar¬ 
coni will require more than that It 
is just dawning on executives that 
they will probably have to make 
significant acquisitions. 

Marconi's consumer efforts seem 
chaotic. A plethora of companies 

are working on overlapping prod¬ 
ucts. Some GEC executives believe 
Marconi needs radical surgery. 
"There are two world class 
operations struggling to get out of a 
rambling, sprawling business," says 
a GEC director. “Marconi is malting 
a lot of money, but it would be 
making a whole lot more if it were 
split into a defence electronics com¬ 
pany and a consumer electronics 
company, with separate boards, sep¬ 
arate balance sheets, separate facto¬ 
ries. It is a mess now.” 

It will take Marconi at least five 
years if not 10 to develop any busi¬ 
nesses to match the scale of its mili¬ 
tary activities. Thus GEC is already 
searching for alternative routes to 
bolster its civil businesses. Top 
executives say the company needs 
to find another non-defence leg to 
stand on. a division with a turnover 
of at least £5Q0m a year. 

Several companies outside Mar¬ 
coni might provide the source of 
new growth, but GEC’s record in 
this area is mixed, to 1981 it bought 
AB Dick, the US photo copier group, 
as a launch pad into the office 
equipment market. It now admits 
that strategy has failed and AB 
Dick is a prime prospect for dis¬ 
posal. 

One candidate for growth could 
be Picker, the US-based medical 
electronics business with a £500m-a- 
year turnover. It makes a variety of 
high technology scanners and is 
own with much bigger 
competitors, such as Siemens of 
Germany. It can probably afford the 
investment to stay abreast of the 
industry leaders, but is unlikely to 
be able to grow rapidly. 

Nor Is Picker likely to form the 
core of a larger medical division. 
The abortive talks which GEC held 
with Philips in the mid-1980s to 
merge their medical businesses are 
unlikely to be rekindled, and Mr 
Carey Nolan, Picker’s managing 
director, does not want to expand 
into the health care businesses out¬ 
side scanners. 

GEC’s other civil activities are 
too scattered and too small to form 
the basis for a major business. It 
has some tidy niche businesses, 
such as Gilbarco. one of the world’s 
leading manufacturers of petrol 
pumps based in North Carolina: 
Videojet. the US specialist printer; 
Avery, the weighing-machine maker 
based to Birmingham; and GPLS. 
the specialist semi-conductor maker 
to Plymouth- All these - especially 
Gilbarco and Videojet - are good, 
well-run businesses. But they are 
not the stuff from which industrial 
empires are made. 


hese limitations are 
recognised by GEC, 
which is cooking up an 
alternative plan. It goes 
something like this: The 
company could sell the least attrac¬ 
tive of the collection of small busi¬ 
nesses which it owns - AB Dick 
and GEC’s cable operations would 
lead the way. Combined with the 
company's close to £lbn of cash 
reserves, the disposals could 
finance a major acquisition to form 
a new leg for the business. 

The problem is to decide what to 
buy. to the 1980s GEC spent most of 
its famous cash mountain by 
expanding into defence. What will it 
do to the 1990s? 

A move outside its traditional 
areas of manufacturing is out of the 
question. A senior GEC executive 
explains: “We do not want to buy 
something in a business we know 
very little about. That is how- we 
have got into trouble to the past. It 
would be better to give the money 
back to the shareholders than to do 
that." 

An alternative is to expand away 
from manufacturing into related 
service areas. 

For instance Lord Weinstock 
would like to bring together all toe 
after sales service operations within 
GEC to create a large business 
which would sendee anything from 
petrol pumps and weighing 
machines, to computers and wash¬ 
ing machines. 

GEC has also considered a move 
into telecommunications services, 
possibly by running a mobile com¬ 
munications network. 

To GEC’s critics a turn away from 
manufacturing into services would 
be the final evidence that the com¬ 
pany does not have the ambition to 
build a great industrial combine on 
the industrial assets it inherited. To 
the group's senior executives a 
move into services which are 
related to its manufacturing inter¬ 
ests, managing electricity grids as 
well as making switchgear, manag¬ 
ing telecomm unications networks 
as well as making switches, could 
provide the best counterweight to 
the defence decline. It would be 
proof of the group’s maturity and 
balance. 


PART THREE 
TOMORROW 

Joint ventures: 
GEC and its new¬ 
found friends 
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Scholes Group settles 
on Baxter from FK3 


Alan Baxter, who ran FKI's 
electrical products group until 
last week, lias been appointed 
chief executive of Scholes 
Group, the WUmslow-based 
electricals group which lost 
both its chairman and chief 
executive designate in March. 

Tile appointment of Baxter. 
42. follows growing concern 
among some institutional 
investors about the manage¬ 
ment vacuum at the top of a 
group which has been hit hard 
by the recession in the con¬ 
struction industry and cut Its 
dividend last year. 

Earlier this year Scholes had 
tried to solve its management 
succession problems by recruit¬ 
ing Barrie Lawson as chief 
executive designate. But he did 
not survive a three-month set¬ 
tling-in period. Shortly after¬ 
wards. Reg Harrington, the 
chairman and chief executive, 
died. As a result Bill Riches. 
Scholes' 55-year-old nuance 
director, took on the chief exec¬ 
utive's job temporarily, but he 
said yesterday that the inten¬ 
tion had always been to recruit 
a permanent replacement from 
outside. Unlike Lawson, Baxter 
is not subject to a three-month 
trlaL 

Baxter brings considerable 
big business experience to 
Scholes. After spells at CEO 
Alsthom and Babcock Inter¬ 
national, he has been in charge 
of 22 factories and a 7.500 work¬ 


force at FKI. By contrast, 
Scholes has seven factories and 
employs 1,700. However, he 
will be running his own show. 

His decision to quit FKI fol¬ 
lows the arrival of a new chief 
executive who had reorganised 
the FKI businesses around 
product lines with the result 
that Baxter could not be 
offerred a job of the same sta¬ 
tus as running FKI’s entire UK 
electrical businesses. 

As part of the reshuffle, 
Riches becomes executive 
chairman replacing Richard 
Morgan, a former BICC finance 
director, who had been doing 
the job following Harrington's 
death. Morgan, who was 
appointed a non-executive 
director In November 1990. 
remains on the board. Philip 
Acton. Scholes' .34-year-old 
financial controller, joins the 
board as finance director. 


Geoff Unwin, executive 
chair m an of Hoskyns, the UK 
company bought by Cap Gem¬ 
ini Sogeti two years ago. has 
been appointed one of three 
presidents of the French-based 
parent, a signal honour for an 
Englishman in a company 
which relishes both its Fren¬ 
chness and its position as 
leader of the European com¬ 
puting services industry. 

Unwin’s fellow presidents 
are Michel Jalabert, one of 
CGS's longest serving execu¬ 
tives. and Jacques Arnoold, 
formerly chief executive of 
Sesa, another CGS acquisition. 

Unwin will be responsible 
for CGS's regional business 
across all its regional com¬ 
panies. He will remain chair¬ 
man of Hoskyns but Tony 
Fisher and Tony Robinson, 
joint managing directors, will 
become group vice presidents 
in charge of the UK and 
Ireland. 

(Jnwin says CGS’s challenge 
is to integrate its operations 
more closely in contrast to the 
loose federal structure which 
has operated to date. 


Non-executive 

directors 

■Sir Colin Chandler, chief 
executive of Vickers and 
former head of defence export 

services at the MoD. at TI 
GROUP. This appointment 
brings non-executive directors 
into a majority of one on the 
TI board. 

■ Sir Patrick Wright, recently 
retired head of the diplomatic 
service, at BAA. 

■ Waverley Cameron has 
resigned from WAVERLEY 
CAMERON. 

■ Donald McFarlane, chairman 
of Senior Engine ering, at 
JAMES DICKIE. 

■ Colin Popham has retired 
from BENT ALLS. 

■ Sir David Trlppier at 
DUNLOP HEYWOOD. 

■ Sir Colin Campbell, Lord 
Rees and Sir John Swire have 
retired from JAMES FINLAY. 

■ Wallace Clapperton, recently 
retired from Barclays de Zoete 
Wedd Securities and 
responsible for Scantronic’s 
original flotation, at 
SCANTRONIC. 

■ Sir Ian Morrow has retired 
from The LAIRD GROUP. 

■ Sir Christopher Laidlaw has 
retired from D ALGETY. 

■ Bradley Hanson as 
Warburg's representative at 
STERLING PUBLISHING 
GROUP. 

■ Edwin Davies who, in 1989 
sold his company Feraox 
Manufacturing to Cookson, 
at CAMBRIDGE 
TECHNOLOGY & SCIENCE. 


Francis Maude (above left), the 
ambitious Tory party politi¬ 
cian, may have had the misfor¬ 
tune to lose his seat at the gen¬ 
eral election but he has lost 
little time in building up an 
alternative business career. 

Already installed as head of 
the privatisation unit at Sal¬ 
omon Brothers, he has now 
become a non-executive direc¬ 
tor of As da, the Leeds-based 
grocery chain. 

Maude, who was previously 
Financial Secretary of the 
Treasury, has a lot in common 
with Archie Norman, Asda's 
chief executive. Both studied at 
Cambridge University, rose 
rapidly in their respective 
careers and have made a big 
splash in their chosen fields 
before reaching the age of 40. 

Norman says Maude has a 
“sharp intelligence and a sar¬ 
donic sense of humour - 
which will come in useful at 
Asda". 

The company, which is 
struggling to turn itself round 


after a painful few years, has 
also appointed David O'Brien 
(above right) as a non-exec¬ 
utive director. O’Brien, a for¬ 
mer manag in g director of Rank 
Xerox (UK), is currently chief 
executive of the Bradford- 
based National and Provincial 
Building Society, which will go 
down well to Asda’s Yorkshire 
homelands. 

Frank Knight a former dep¬ 
uty chief executive of United 
Biscuits, who joined the Asda 
board as a non-executive direc¬ 
tor last September has been 
elevated to the post of deputy 

chairman. 

Patrick Gill am, Asda's chair¬ 
man, said it had always been 
his intention to strengthen the 
non-executive representation 
on the board. He said all the 
new appointments would con¬ 
tribute to the company’s devel¬ 
opment “Nobody comes on the 
board because they are a mate 
of mine,” he. said somewhat 
defensively at yesterday’s 
press conference. 


THE WEEK IN 
LUXEMBOURG 
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co-operative 

reduced 


EUROPEAR 
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If you want to 
drive a roller, 
register your 
trademark. 






ivvy 


. rnmlnt entente.. .Coomorf oft goods 
confiscated. Arroawmode, 


Fines imposed 
by the Euro¬ 
pean Commis¬ 
sion on the 
Danish fur 
breeders’ co¬ 
operative for 
breach of EC 
competition 
rules were 
reduced by 40 per cent by the 
Court of First Instance last 
week. 

The fines originally fixed, by 
the Commission at Ecu500,000 
were cut on appeal to 
Ecu300.000 (£200,000), .. 

D anis h fur breeders were 
appealing against a 1988. Com¬ 
mission decision condemning 
certain aspects of the statutes 
and agreements of the co-oper¬ 
ative on the ground that they 
restricted competition In the 
sale of furs in Denmark. The 
Commission's investigation 
had been prompted by a com¬ 
plaint by Hudson Bay. the UK 
fUrtrader. . 

The CFI partially annulled 
the Commission’s decision 
after a detailed review of the 
evidence and legal analysis 
relied on by the Commission. 

The Court said the Commis¬ 
sion bad failed to refer to any 
evidence for its finding that 
the co-operative was involved 
to concerted practices in con¬ 
nection with a non-competition 
clause in the statutes giving 
exclusive sales rights to the co¬ 
operative’s auctions. And the 
reasoning relied on for the 
Commission's finding fhat the 
agreements' with animal skin¬ 
ners amounted to exclusive 
supply obligations was defec¬ 
tive. 

However the CFI rejected 
arguments that special allow¬ 
ances should be made for co¬ 
operatives under the EG com¬ 
petition rules. It also ruled that . 
the special rules on competi- ’ 
tion in agriculture could not be 
extended to products such as 
tors which were not listed as 
agricultural products under 
the.Treaty of Rome. 

The Danish; fur. breeders 
were supported in these argu¬ 
ments, by the Danish and Bel¬ 
gian governments which failed 


198S. In 1990, the Italian 
authorities in the Mezzogiomo 
made an individual grant of 
aid under the general scheme 
to Italgrani. a Neapolitan 
cereal processing company, in 
1991, a competitor, Casillo 
Grani, complained to the Com¬ 
mission. 

The Commission took the 
preliminary view that the Ital¬ 
grani aid was incompatible 
with the common market and 
tell outside the scope of the 
authorised general scheme 
either because of the amount 
involved or because conditions 
governing aid to the agricul¬ 
tural sector had been 
infringed. 

In a letter notifying Italy of 
- the initiation of proceedings 
. for infringement of the EC 
state aid roles, the Commission 
referred to Italy’s obligation to 
suspend the aid under the 
rules applicable to new aids. 

The ECJ again held that the 
Commission had deliberately 
chosen to adopt a procedure 
normally applicable to new 
aids in a situation where it 
could have applied the proce¬ 
dure applicable to existing aids 
which does not involve suspen¬ 
sion. 

In reaching its decisions to 
these cases, the Court con¬ 
firmed the different procedural 
powers enjoyed by the Com¬ 
mission under the EC state aid 
rules which vary depending on 
whether aids are categorised as 
“existing" or “new" aids. 

One relevant difference is 
that it is the ‘‘new” aids proce¬ 
dure alone which automati¬ 
cally involves suspension of 
aid on Initiation of Infringe¬ 
ment proceedings by the Com¬ 
mission. 

The Court will decide if the 
Commission has incorrectly 
categorised the aids in these 
cases at a later stage. 

Case C-312/90, Spam v Com¬ 
mission and Case C-47191. Italy 
o Commission. ECJ FC. 30 June 
1992. 


* 


in their attempt to extend the 
protection from the full force 
of the competition rules 
enjoyed by agricultural co-op¬ 
eratives to the fur breeders. 

Case T-61189. Dansk Pelsdyr- 
avlerforening v Commission, 
CFT2CH. 2 July 1992. 


_' this, someone may be steeling 

from your company. 

Not cash, or goods. Something much more 
damaging. Vour company's most prised asset. 
Its good name. 

Coanterfelt goods are a growing threat. 
The general trend towards The relaxation 
of trade barriers is unlikely to improve the 
situation. Consequently, it's more Important 
than ever that you register your trademark. 


Carrier' had rite foresight to .do'this 
many years ago. Tbs advantages are shewn 
In tha picture shove. 

Here, a consignment of cheap. Imitation 
watches meet theirmaksr. 

-Registration-means that the foil weight 
of the law Is behind the steam-roller. 

In Britain, a sard) and seize orders can be 
obtained within hours of suspect goods 
entering the country. 


- Speed is of the essence. Consequently 
the Ttmtomarfc law I* one of the moat effective, 
pieces ofltgltlilfOB currently in operation.' 
. If, however; your trademark tsn'treglstemd 

4 with the Patent OUtee, the.only alternative 

Is a court action under the common law 
-passing.Ml". A long.and laborious..(reed 
expensive) process. 


Wore. rrtsir tBift 'not, lt's young, email'-' 
companies ; yvho. suddenly, ffnit .tbemse.fyeir 
ctugAt ln'diii dilemma. .: •••_'' j- . 

lobthor wdrds.ltyou waft nntll ypuf name V ri 
becomes famous'it's probtcbfy toolate: '?!.•: *1 

.. Fortotrstsly.If con'ait 
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Judicial review of Commission 
state aid suspension decisions 
In two important state aid 
cases last week the European 
Court or Justice (ECJ) clarified 
the ad mi s sib ility of appeals by 
member countries against 
Commission decisions to 
initiate proceedings for 
infringement of EC state aid 
rules. 

Giving its decision on a pre¬ 
liminary issue raised by the 
Commission, the ECJ ruled 
that applications by Italy and 
Spain,, for judicial review of 
Commission decisions to start 
proceedings against state aid 
granted by them, were admissi¬ 
ble. 

The Court said that , as a 
result of the procedures delib¬ 
erately chosen by the Commis¬ 
sion, the decisions to start 
infringement • proceedings, 
against: Spain and Italy had the 
legal.effect of suspending aid 
which had already been 
granted. 

In the first case Spain' had 
notified the Commission, at the 
Commission’s instigation, of 
. certain planned aid to a group 
of private electrical equipment 
-manufacturers. 

However, the Commission 
did- not - initiate any proceed¬ 
ings within two months of the 
notification. In accordance 
with previous ECJ decisions, 
this meant the Spanish aid was 
no longer subject to the nor mal 
roles on automatic suspension 
applicable to “new" aid. but 
fell to be dealt with as an 
“existing" aid. 

As a result, when the Com¬ 
mission derided to Initiate pro¬ 
ceedings against Spain and 1 
ordered the ; aid to be 
suspended, the ECJ ruled that 
the Commission had 'deliber¬ 
ately chosen to adopt a suspen¬ 
sion measure'which would 
only apply automatically if the' 
new aid procedure applied. ' .. 

. The effect of the Commis¬ 
sion’s decision therefore was. 
that aid already-granted had to 

be 'suspended. Moreover any 
ultimate decision! by the. Com¬ 
mission that the aid was 
in fact compatible with the 
common maifeetcould -not ret¬ 
rospectively legitimise any- 
I breach of the suspension deci¬ 
sion. _ ■ . ; '.r 

In the. second casC-the Com¬ 
mission. authorised a general, 
aid scheme for. the Mezzo- 
[ giorno notified byjtaly in IS88^t 
under a decision adopted in 


Shipping competition case set- 
tied 

' Last Friday, Sealink Stena 
withdrew its appeal against the 
Commission’s interim mea¬ 
sures decision relating to sail¬ 
ing schedules between Ireland 
and England. 

Following a settlement in 
which Sealink agreed to mod¬ 
ify its timetable in a manner 
acceptable to B & I, B & I with¬ 
drew its complaint and the 
Commission agreed to discon¬ 
tinue its investigation. 


Peas processing regime aids 

In a technical agricultural 
case, the ECJ interpreted rules 
on payment of processing aids 
in connection with special 
measures designed to encour¬ 
age pea cultivation for use in 
animal and human foodstuffs. 

- Under this system, aid is 
paid to the first purchaser of 
the products provided the pro¬ 
ducer receives a minimum 
price from the purchaser 
which is fixed each month. 

The ECJ interpreted the 
rules, however, to allow the 
first purchaser to receive the 
aid when the purchaser has 
paid in advance a sum equiva¬ 
lent to the minimum price 
even though the minimum 
price itself was not paid to the 
producer. 

Case C-28191, Helmut Hane- 
0&9 o Bundesanstalt fur Land- 
uiirtschaftliche Ma rkordn ung, 
ECJ 4CH.1 July 1992. 
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ARTS 



LSO at the Barbican 


An Ideal Husband 


ZitfW.ll'rV. * •* 






William 




O f the great impression- ooverfrainte^&e £ame picture, who 
ists, Alfred Sisley was always patoteanew picture”. And 
the one En glishman: -He ' the'typicaTimpressianist? “Sisley", 
.was bom in Paris ln-1830 : .\ As .SteJi^tas;dying, Monet could 
of English parents and, for all that' write oC trim:,*He is a truly great 
he bad recently applied for French : artlst' andii believe, he is as great a 


masteras any who*® ever lived. I 
footed at .same of his works again, 
wlildiliaTC,^!me Hreadthof vision 
..^■‘Qpedoes not hnow- 
“ 'the dying, but 

even&os. •-.% 

: What^sJthat peculiar, quality, that 
gift, tlatTrision? The show is hardly 
exhansitv&inthe evidence it offers 
a^ ; in\^ evly period especially, 


citizenship, still English nt the time* 
of his death early in . 1399 , at the,age , 
of 59. But the question of nationat - 
ity is less important timn that of tbe . 
work in its context as with Whis-' 
tier and Sargent, his near-contemgo. 
raries. In this respect Sisley was . 

French enough. Intimate' colleague 
and member of a profoundly .French 
school . ..■_ . •. ... -• ... i; 

But yet, perhaps "by virtue of his ^ 
equivocal expatriate status, and the ' 
habitual deference retrospectively 
imposed upon his reputation, we 
consider him still “the forgotten”, 

“the minor* patronMngly :K the one 
true impressianist”. It is as though, 
to find oneself, and then to remain 1 
true to that vision, is in some sense 
an admission of inadequacy, even a. 
betrayal, so strong have the ortho- .... 
doxies of modernism, with their. past Wrlfis work of the lSGOe is not 


the; 


aa*VJSE 


alitoo 


comes rather “warts and 
isjyojithful awkwardness 

it. 

" e vraEs a slow developer, 
:looking to- the Barbizon 
^painters and to Courbet 
his early; examples, 
aria. s&tjceaBy 'coming to that clar- 
rty bf paJette and lightness of touch 
by which-we-know him until he was 


crade exactly, .but dour, earnest, a 
shade pedest^an. 

_ The change comes quite suddenly, 
around 1870; a time of great change 
;and distnpfipn in France at large, 
with the Franco-Prussiaii War, the 
Commune and the foil of Napoleon . 
nt 

Far Sisley it was marked by the 
loss : of his -studio at Bougival, on 
the Seine.';below Paris, looted and 
destirayed by the Prussians, and yet 
by rather more permanent a com¬ 
mitment to that district on the 

great loop of the river.. 

He . moved' to Louveciennes 
nearby, and in the early 1870s began 
the successive series of landscape 
subjects, of town, river and country¬ 
side, at Louveciennes, Marly, Port- 
Marly and Argeriteuil, by which his 
true character as a painter is estab¬ 
lished. .'As typical as any is the 
seqhence painted on a visit to 
England in 1874, along the Thames 
at Molesey and Hampton Court. 

The palette has cleared and the 
handling' become looser and more 
confident, the paint as thick as 
before but less slabbed and dotted, 
more mobile on the surface, and the 
marks of the brush more active and 
particular, often quite calligraphic 
m their articulation. 

As S5sley grows older,.so it seems 
what an impressionist was,J>issftrro he develaps his.-.own peculiarjwta- ^ 
replied that'he' was “a painter who tmh, a set of conventional signs, a 


assumed necessities of innovation 
and experiment as opposed to quiet 
development, become. . :; 

Small as it is, for so significant an 
exercise, this retrospective exhibit 
tion at the Royal Aacdemy is f 
astonishingly - the first substan¬ 
tial critical study of his life’s work, 
attempted by any large institution. 
And even now, with the opportu¬ 
nity of direct comparison offered at 
the National gallery by the exhibi¬ 
tion around Manet's Execution'of 
Maximilian pannings, the . carping 
continues. Sisley lacks, it Would 
appear. Manet's historical scope, his 
political commitment, his radical', 
engagement. 

W ell, so he dries. And he 
also lacks, whild we 
are about it, Pissarro’s 
openly socialist, and 
narrower technical preoccupations, 
the broad sweep of Manet's ambi¬ 
tion and his radical technical inno¬ 
vation, the h umanity and.technical 
graphic finesse of Degas and Xau- 
trec, the simple hedonism of Renoir. 

To which one can only answer 
that Sisley was' Sisley,"With his own 
peculiar gift and quality.. His con¬ 
temporaries, it would seem.-had 
rather less difficulty with him in 
their own minds. ASked by Matisse 




y ■ 

Sisley's Le chemin de TEtarche, Louveciennes. sous la neige 




stroke and flick of the wrist by 
which, with the utmost rapidity, a 
figure, a branch, a reflection in the 
water or the cast, of a shadow may 
be signified. The paintings of a lane 
at Louveciennes under snow (1874) 
and of the floods at Port-Marly 
(1876), with their punts and pol¬ 
larded trees and heavy, grey spring 
skies, are particular miracles of this 
suggestive economy. And from such 
an example,; neither the cheerful 
directness .of the fauves, nor the 
quieter refinement of Vuillard or 
Bonnard, are-at all remote. 

- The great strength of this exhibi¬ 
tion is that .what it lacks In scope 
.and numbers is more thanmade up 
for by the several series It offers, of 


Louveciennes, Marly and Hampton 
Court and, in the 1880s and 1890s, 
at Saint-Mammes and Moret, Sis¬ 
ley’s last home, on the Seine above 
Paris. They make together a nicely 
ironical comment on Pissarro's 
remark, of never painting the same 
picture, for indeed they confirm its 
essential truth. 

T he sequence of paintings 
along the river at Saint- 
Mammas (1885), following 
the village strung out 
along the opposite bank, caught in 
the early summer sunshine, is at 
once consistent in scale and prac¬ 
tice, yet infinitely varied, catching 
in each a particular and achingly 


Royal Academy of Aru 


poignant nuance of time and cir¬ 
cumstance, of light, season, 
weather. “A Cezanne", said Matisse, 
“is a moment of the artist while a 
Sisley is a moment of nature", and 
Matisse was quite right. 


Alfred Sisley: The Royal Academy, 
Piccadilly London Wl, until Octo¬ 
ber 18 . 

Then at the Musee d’Orsay, Paris, 
and The Walters Art Gallery, Balti¬ 
more. Sponsored by the Fondatlon 
Elf with Elf UK. 
Catalogue (£35) published in associ¬ 
ation with the Yale University 

Press 


S ir Colin Davis was making ooe 
of his too infrequent London 
appearances to conduct; three 
of his favourite composers - Beeth¬ 
oven, Berlioz, Stravinsky. In the lat¬ 
ter's 1923 Octet for wihi'fhe.'LSO 
players could have managed with- •• 
out any conductor at all, but Davies 
kept a benevolent eye and ear on 
the proceedings. It was probably he 
who ensured some particularly' 
smooth transitions. Smooth, hot; 
bland, yet the Octet sounded less 
perkily mischievous than usual 
Where we expect some braying 
and chugging, the Stravinsky was 
svelteness and light,: At first I. 
thought it was losing some of its 
aural bite in this large hall; but 
then Beethoven's Eighth Symphony 
arrived with the. same buoyantly 
innocent air, at least In the earlier 
movements. With the Finale the old 
Davis spark tie the younger Davis 
spark) asserted itself. The..playing., 
fizzed, and the sudden key-swerves 
had their full disorienting force. 
Perhaps all that the mellowing of 


- SirrColin amounts to is that more 
than ever, in music he loves, his 
instinct is to make everything seem 
as lyrically natural as-can be. ?. 

If that is indeed his guiding prin¬ 
ciple now,, the Berlioz Harold in 
Italy showed that it does not cramp 
his insights. Its soloist, Yuri Bash- 
met, a violist sans pareili freighted 
Bm-Uoz's curiously riiy. edgy solo 
role with dense but classically con¬ 
trolled feeling. 

Davis’s contribution was no less 
inspired. There is no more penetrat¬ 
ing Berlioz conductor now. He went 
far beyond, realising the familiar 
sonorous effects, beyond even' his 
own-distinguished performances in 
years past The orchestral “margi¬ 
nalia” set the score alight with 
.fresh expressive sense. Some 20 
years.aigo Sir Colin rehabilitated 
Berlioz for modem French musi¬ 
cians; his latest work sets a new; 
deceptively^ “natural” standard for 
interpreters from anywhere, 

• David Murray 


W ith the comment “Only 
people who look dull 
ever go Into the House 
of Commons, and only 
the dull ever succeed there." Oscar 
Wide was not writing political com¬ 
mentary 1992 style but comedy 1895 
style. 

The week Lady Thatcher took her 
seat in the Lords, Wilde’s An Ideal 
Husband at The Royal Exchange, 
Manchester, claimed that joining 
the Upper House signalled that one 
has ended one’s political ambitions. 

James Maxwell's fine production 
touches the.wit and the wisdom in 
Wilde: An Ideal Husband has the 
usual :wilde serve-and-volley wit 
with sporadic passing shots. The 
epigrams are delivered with point, 
and the deeper rhythms of this 
highly moral play emerge clearly. 

An Ideal Husband balances public 
virtue and private, vice. Politics 


Andrew St George 

means malpolitik: “Every man of 
ambition hia to fight his century 
with, its own weapons, and what 
this century regards is wealth." 

Sir Robert Chiltern, the Dorian 
Gray of the financial markets, has 
based his spotless political career 
on trading information for money in 
Suez Canal shares. 

Twenty years on, a blackmailer 
(Mrs Cheveley) threatens to expose 
him unless he trades his influence 
for his reputation by manipulating 
a Commons Commission on Argen¬ 
tinian waterways. 

Chiltern, the ideal husband, 
stands to lose his wife's respect: by 
dishonestly fixing the Commission, 
or.by having his duplicitous past 
revealed. 

The acting, particularly from Rob¬ 
ert Glenister (Lord Goring, "the 
idlest man in London") as Chil- 
tem's worldly and dandyish friend. 


draws on the moral scope in Wilde’s 
text. Chiltern and his wife (Tom 
Chadbon and Emily Morgan) resist 
the machinations of Brenda Ble- 
thyn’s Mrs Cheveley and emerge 
with moral as well as social dignity; 
but they uncover the woe that is in 
marriage. 

A s Lord Goring’s father 
says: “Dammit, Sir. it's 
your duty to get married, 
you can’t always be living 
for pleasure." 

Wilde's advice is to marry a toler¬ 
ant partner. For he knew that life 
can be neither understood nor lived 
without charity. This serious play 
lightly figured, delivers a fine les¬ 
son showing how truth is rarely 
pure and never simple. 


Royal Exchange, Manchester (061) 
833 9833, until 8 August 


Opera/Max Loppert 


Iphigenie en 
Tauride 


T here Is, of course, no one 
way to tackle a master¬ 
piece. While Welsh 
National Opera is busy 
touring southern Britain with its 
new production of Gluck's penulti¬ 
mate opera, it seems peculiarly 
rewarding that the same work 
should have been chosen 
by English Bach Festival for Sun¬ 
day's annual presentation at the 
Royal Opera House. 

The contrasts of style and 
approach between the two stagings 
are extreme; since both are valid 
and deeply affecting on their own 
terms, our appreciation of the 
work’s naked power can only be 
sharpened thereby. 

Welsh National Opera, true to its 
fashion, has come up with a hard- 
edged modern re-invention of the 
tragedie-lyrique form and Gluck's 
magnificently concentrated dra¬ 
matic language. English Bach Festi¬ 
val, true to its. has tried to re-cre¬ 
ate, as faithfully as its not limitless 
resources allow, the “period” usages 
of that form and language. 

People familiar with the recent 
English Bach Festival accounts of 
Gluck's Paris Orfeo and Alceste and 
Mozart's Mi tridate and Idomeneo 
will have known what to expect: the 
deft scene changes, the classically 
proportioned scenic vistas, the 
graceful floating movements of cho¬ 
rus and dance-troupe, the helmets, 
breastplates, feathered head-dresses 
and ballooned skirts, the aristo¬ 
cratic plastique of the principal 
players. 

What may have surprised them 
were the qualities of lightness, clar¬ 
ity and intensity that these “period" 
traits and properties, carefully 


trained and focused, can strike up 
in the opera. This performance, con¬ 
ducted by Marc Minkowski, pro¬ 
duced by Alain Germain, designed 
(after 1770s Paris models) by Ter¬ 
ence Emery, choreographed by 
Stephen Preston and lit by Roger 
Frith, was indeed thus trained and 
focused. The “beautiful simplicity" 
that Gluck once proclaimed the goal 
of all his innovations was its guid¬ 
ing principle. 

Every movement seemed musi¬ 
cally inspired, every combination of 
word, action, vocal colour and 
instrumental detail unforced, and 
newly meaningful- From the raised 
pit the orchestral sound issued with 
a tensile directness worlds away 
from any applications of driving 
force or mere loudness. 

Si milar concerns were evident in 
the phrasing of the leading singers, 
none more distinguished, eloquent 
or affecting t han Jennifer Smith in 
the title role. The dignity of Miss 
Smith’s performance lay above all 
in its expressive refinement; a 
slight curdling of tone at the top of 
the stave appeared here a chosen 
interpretative device, not a vocal 
failing. 

Russell Sraythe's Orestes, in spite 
of minor pitch sharpenings, was of 
classically French baritonal author¬ 
ity - lean, pure, noble; Andreas 
Jaggi (Pylades) gave a skilful dis¬ 
play of his more slender vocal 
means; Donald Maxwell was far 
more successful at conveying the 
dark terrors of Thoas's single aria 
than the usual bawler of modern 
productions. 

This Iphigenie en Tauride seemed 
to me the peak of English Bach Fes¬ 
tival achievement in recent years. 


Death in Venice 


B ritten's Last opera is tak¬ 
ing its place in the British 
repertory - and about 
time too. The Glynde- 
bourne Touring Opera production 
two years ago, a forceful reminder 
of the opera's remarkable qualities, 
was the taming-point Early this 
year came Covent Garden’s much- 
praised staging. 

Now, as the final production of 
the last Summer Festival in the 
“old” Glyndebourne, which is soon 
to vanish, comes this revival. The 
conductor, Graeme Jenkins, is the 
same, so are producer and designer, 
Stephen Lawless and Tobias Hohei- 
seL The lighting is by Paul Pyant. 

The impact remains vital bnt is 
slightly different The London Sin- 
fonietta played for GTO: the Festi¬ 
val orchestra is the London Phil¬ 
harmonic. The GTO performance 
impressed not only by the bril¬ 
liance in Britten's score but by a 
haunting quality. 

The LPO's accomplished playing 
does not so much haunt as hit. The 
nightmare scene and other episodes 
have an aggressiveness more usual 
in Janddek than in Britten. The 
words none the less come across 
almost unscathed. 

There is new choreography by 
Ian Spink, and a new Tadzio. Dan¬ 
iel Squire’s features are more 
Greek-archaic than classical. He 
moves hieratically-cool, distant, 
hardly human. The ending is finely 
managed. This Tadzio is a little too 
mature - taller than Aschenbach. 
Likewise his companions, more 
beach-boys than children of 
well-heeled summer visitors. I 
doubt if the Games of Apollo - a 
kind of baroque divertissement in 
aspic - will ever fully succeed, but 
Spink comes nearer success than 
most. 

Robert Tear repeats his compel¬ 
ling portrait of the tormented 


writer Aschenbach, delivering the 
rapid recitatives which are an 
essential part of this drama with 
masterly clarity. On Friday one 
missed the last drop of tonal 
warmth in the culminating solilo¬ 
quy - the role is exhausting. 

Alan Opie impresses as the 
suavely forbidding hotel manager. 
His other incarnations of the mys¬ 
terious "Traveller” are admirably 
sung but less sharply in focus. The 
smaller parts are well done, nota¬ 
bly the English clerk of Peter 
Snipp, and the hotel porter of 
Christopher Ventris. 

The promotion of Apollo (Michael 
Chance) from off-stage counter¬ 
tenor to towering, hooting, on¬ 
stage deity in a white silk suit 
with some facial resemblance to 
both Aschenbach and his familiar, 
is surely a mistake. 

The alter ego aspect is overdone 
- the Traveller’s near-parody of 
Aschen bach's appearance and man¬ 
ner confuses more than it illumi¬ 
nates. 

There is still too little suggestion 
of either the crumbling sea-city 
with its oriental undertones or of 
the wide, horizontal sweep of the 
Lido. No doubt if asked, Britten 
would have maintained that the 
opera was not about Venice and the 
Lido but about people in Venice 
and on the Lido. Tet references to 
place and milieu are so specific 
that Hoheisel'5 lonely chandelier 
and two or three gondola-poles 
don't suffice. 

The disturbing episode of the 
strolling players is still ineffective, 
partly through poor costuming. 
The rapid changes on the crowded 
stage are handled with exemplary 
smoothness. The audience was 
markedly attentive, and rightly so. 

Ronald Crichton 
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■ BARCELONA 

Licou 21.00 Gian-Paolo Sanzogno 
conducts Hugo de Ana's ~ 
production of Werther, with 
Alfredo Kraus and Martha Senn, 
repeated July 11,15 and 19 (412 
4166). July 11-17 in Arena 
Monumental; Carmen, with 
Piacido Domingo alternating as 
conductor arid Don Jtisfe (310 
1212 ) 

Teatra Grec 22.30 An evening " 
of theatre devised and directed 
by Dario Fo, daily till Sat (318 
8599) 


■ CHICAGO 

RAVTNIA FESTIVAL 
Tonight's concert is a Fifties 
Flashback with Wolfman Jack's 
Fabulous 50s Party. Tomorrow; 
folk evening with Pete Seeger 
and Arlo Guthrie. Thurs:. Miriam 
Fried, accompanied by Evelyn® 
Brancart. plays yiolin sonatas 
by Beethoven, Faurft and others. 
Fri: James Galway and the 
Chicago Symphony. Sat 
Christoph Eschenbach conducts: 
Dvorak's New World Symphony. 


Sum Maureen 1 McGovern. Next 
.Mom Emerson String,Quartet 
with Misha DIchter. The festival 
runs till early September (312-782 
4642)"* 


■ COPENHAGEN 

TIVOLI CONCERT HALL 

Tonight's concert Is a piano 
recital by Micah Yui. Tomorrow: 
Kronos Quartet. Next week's 
events Include two orchestral 
concerts conducted by Ole - 
Schmidt and'the first of three 
recjtals by the Borodin Quartet 
The Tivoli programme continues 
throughout the summer (3315 . 
1012 )- 


■ GENEVA 

This summer's music programme, 
at the Cour de I'HOtel de Villa 
is built around the theme of 
dialogue between Europe and 
Latin America. Tonight's concert 
by*the Groups Vocal de France 
includes works by Milhaud, 
Ginastera, Ohana and Giles 
Swayne. Tomorrow: Antoni 
Ros-Marba conducts the 
Orchestra de la Suisse Romande 
in works by Britten, Boccherini 
and Martinu. Next week's 
concerts include orchestral music 
by Nono, Ginastera. Copland and 
Villa-Lobos. July 15-19: Geneva 
Chamber Opera production of 
Mozart’s La finta sempilce (312 
4353) 


■ MUNICH 

MUNICH OPERA FESTIVAL 

The only new production In the 
National Theater Is Carmen, 


staged by UnaWertmulier and 
conducted by Giuseppe Slnopoll, 
with a.cast including Agnes 
Baits a, Thomas Moser and 
Robert Hale (Thurs, also July 
14 and 18). Henze's Der Prinz 
von Homburg, conducted by 
Wolfgang Sawalllsch and staged 
by Nikolaus Lehnhoff, opens In 
. the Cuvillies Theater on July 24. 
The rest of the festival consists 
of revivals of existing repertory. 
This week's programme includes 
La forza del destino with Julia 
Varady (tonight), Lucia dl 
. Lamm er moor with Gruber ova 
and Aralza (tomorrow and Sat) 
and Fidelio with Behrens (Sun). 
Next Mon: ballet triple bilL Colin 
Davis conducts Don Giovanni 
on July 16 and 19, and Felicity 
.Lott stars in Intermezzo at the 
CuvIlllAs Theater on Sat and 
Mon. The festival ends with Der 
Rosenkavalier on July 31 (221316) 
: CONCERTS 

Uros Lajovfc conducts the Munich 
Philharmonic Orchestra in 
Schumann's Violin Concerto 
(Frank Peter Zlmmermann) and 
Mendelssohn's Walpurglsnacht 
Symphony tonight and tomorrow 
in the Phil harm on ie (48098 614). 
Thurs and Fri: Erich Lelnsdorf 
conducts the Bavarian Radio 
Symphony Orchestra in works 
by Pfltzner and Richard Strauss 
(558080). Sun; Nigel Kennedy 
Ensemble (299901). July 30: 

Simon Rattle conducts the CBSO 
(48098 614) 


■ NEW YORK 

Blue Note This week's guest 
artists are Mongo Santamarla 
and the Cedar Walton Quartet, 


featuring Eddie Harris. Dining 
(475 8592) 

Avery-Rsher Hall Mostly Mozart 
festival: tonight's opening concert 
is conducted by Gerard Schwarz, 
with Barbara Hendricks soprano 
soloist The festival runs till Aug 
22 (875 5030) 

Metropolitan Opera The Kirov 
Opera season runs till July 18. 
Tonight’s performance is The 
Queen of Spades (362 6000) 


■ ROME 

FESTIVAL ROMAEUROPA 
The dance programme at the 
Villa Medici continues till July 
22. with performances by 
Folkwang Tanzstudio of Essen 
tonight at 21.30, Trisha Brown 
Dance Company tomorrow and 
Sun, Lucia Latour on July 15 and 
Carolyn Carlson on July 20 and 
22 (676 1243) 


■ SEVILLE 

EXPO 92 

This week’s programme is 
dominated by the visit of La 
Scala, Milan. Riccardo Mutt 
conducts- La traviata (with Tizlana 
Fabbricini, Roberto Alagna and 
Paolo Coni) on Fri and Sun at 
the Maestranza Theatre, plus 
Verdi's Requiem on Sat July 
19-22; Domingo sings Oteilo. 
Tomorrow, Wed and Thurs in 
Central Theatre; Bob Wilson's 
Hamburg production of The Black 
Rider. Fri and Sat in the Roman 
amphitheatre at italica: world 
premiere of new dance work by 
-Merche Esmeralda's Regional 
Ballet of Murcia. The Count Basie 
Orchestra, plays every evening 


this week at the Palenque. Next 
week: tributes to John Coltrane 
and Miles Davis, plus Calderon 
de la Barca's play La Vida Es 
Sueo (For further information, 
dial 0034 5 448 0404 from outside 
Spain, or 902 221992 in Spain). 


■ VADSTEJNA 

Vadstejna's annual opera festival, 
set In the historic buildings of 
this charming medieval town 
25Q km south-west of Stockholm, 
opens tonight in the Old Theatre 
with the first of two productions 
inspired by Shakespeare’s The 
Tempest Prospero’s Dream is 
compiled from Purcell's theatre 
music, and set to a newly written 
libretto by Vanda 
Monaco-Westerstahl (till July 
19). Opening on July 23 at 
Vadstejna Castle: The Island of 
Spirits, a late 18th century opera 
by Johann Friedrich Reichardt 
(till Aug 9). Aug 7-16 in the Old 
Theatre: Thine is the Kingdom, 
a musical comedy (information 
from Vadstejna Academy, 
Lastkopingsgatan, 59200 
Vadstejna, tel 143-12229. Booking 
at Wetterheds Bokhandei tel 
143-19400) 


■ WASHINGTON 

THEATRE 

# Once on this Island: a 
musical tale of love, loss and 
redemption in the Caribbean. 
Daily except Mon till July 19 
(Elsenhower Theater 487 4600) 

• Richard 111: Ian McKellen 
stars in this production by 
Britain's National Theatre. Daily 
except Mon till July 19 (Kennedy 


Center Opera House 467 4600] 

• City of Angels: Larry 
Gelbart's musical about Los 
Angeles In the 1940s. Till July 
19 (National Theater 628 6166) 
BLUES ALLEY JAZZ 
Average White Band (R&B/ 
vocals) is this week's guest at 
Blues Alley Jazz Supperclub, 
from Thurs to Sun. July 17-19: 
Junior Walker and the Alt Stars. 
Dining from 18.00, showtrmes 
at 20.00 and 22.00 (1073 
Wisconsin Ava, in the alley, 
202-337 4141) 

WOLF TRAP 

Kirov Ballet rounds off its visit 
with Swan Lake tonight and a 
mixed bill tomorrow. Thurs, Fri, 
Sat National Symphony 
Orchestra (with Beethoven’s 
Ninth Symphony on Fri). Sat: 
Canadian Brass night. Sun: 
Manhattan Transfer. Mon: Doc 
Severinson Orchestra. Next Tues: 
George Benson. July 19 and 20: 
The Temptations and Four Tops. 
July 26 and 27: Johnny Mathis 
and Henry Mancini (703-218 6500) 
BALTIMORE SYMPHONY 
SUMMERFEST 
The Baltimore Symphony 
Orchestra's music director, David 
Zinman. conducts all this month's 
concerts, with Nelson Frelre 
soloist in piano concertos by 
Brahms and Rakhmaninov. Thurs 
and Sat at Joseph Meyerhott 
Symphony Hall: Brahms cycle. 
Next Tues: Rakhmanlnov’s Third 
Symphony and Third Piano 
Concerto (repeated next Wed 
at Wolf Trap). July 16 and 23: 
Zinman conducts Copland and 
Rakhmaninov. July 25: Viennese 
night (Baltimore concerts 410-783 
8077; Wolf Trap 703-218 6500) 


European Cable and 
Satellite Business TV 

(all times GET) 

MONDAY TO FRIDAY 

CNN 

2000-2030. 2300-2330 World Busi¬ 
ness Today - a |oini FT/CNN pro¬ 
duction with Gram Perry and Conn 
Cnapman 

Super Channel 

0830-0900 (Mon) FT East Europe 
Report - weekly Indepth analysis 
from FTTV 

2130-2200 (Tues) Media Europe - 
wnai's new In European media 
business 

2130-2200 (Wed) FT Business 
Weekly - global business report 
with James Bellini 
0830-0900 (Thyrsi Media Europe 
2130-2200 (Thursl FT Eastern 
Europe Report 

0B30-OB00 (Fri) FT Business 
Weekly 

Sky News 

0130-0200 (Mon). 2130-2200 
(Thurej. 0330-0800 (Fit) FT Busi¬ 
ness Weekly 

SATURDAY 

CNN 

0900-0930 World Business This 
Week - a jomi FT/CNN production 
1900-1930 World Business This 

ween 

Super Channel 

1930-2000 FT Eastern Europe 
Report 

SUNDAY 

CNN 

1030-1100. 1800-1830 World Bust- 
no9S This Week 

Super Channel 

1800-1630 FT Business Weo^iy 
Sky News 

1330-1400. 2030-ElM FT Business 
Weekly 
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A beleaguered 


government 


ITS A funny old world, as Mr 
Major's predecessor remarked 
after her abrupt exit from office. 
Three months ago, Mr Major was 
a hero to his party. Now his sup¬ 
porters are fretful about the Maas¬ 
tricht Treaty and. still more, 
about the economy. People even 
ask whether UK membership of 
the exchange rate mechanism. Mr 
Major's most Important decision, 
was not a mistake. 

The questioning is unsurprising. 
The latest consensus of forecasts 
is for UK economic growth 
between 1991 and 1992 of only 0.4 
per cent. Last December, by con¬ 
trast, growth was expected to be 
1.8 per cent. This collapse in the 
forecast parallels what happened 
last year, when what turned out to 
be a decline of 2.2 per cent had 
been forecast the previous Decem¬ 
ber as growth of 0.3 per cent No 
growth at all this year, and per¬ 
haps a decline, are plausible. The 
consensus forecast for growth of 
2 Vi per cent between 1992 and 1993 
could also end up as optimistic. 

Consider what even the current 
consensus would mean. Between 
1986, when the economy was start¬ 
ing to take off. and 1993, when the 
economy is at present expected to 
recover, growth would have aver¬ 
aged 1.8 per cent a year. All that 
those years of low growth would 
have achieved is a reduction in 
retail price inflation from 3.7 per 
cent between 1985 and 1986. to the 
forecast level of 3 Vi per cent in the 
year to the fourth quarter of 1993. 
True, inflation might be lower 
than that next year, even substan¬ 
tially lower, but only if economic 
growth were also still less. 


a declining trend, the Bundesbank 
might retain short interest rates 
at 10 per cent 
The question is for how long it 
would do so. Contrary to govern 
ment propaganda, low inflation 
does not guarantee a recovery. 
Lower inflation normally produces 
recovery, because it allows sub¬ 
stantial reductions in short-term 
interest rates. 


Remote chances 


Painful side effects 


This is not all. Recession has 
had painful side effects, among 
them the deterioration of the pub¬ 
lic finances. The public sector bor¬ 
rowing requirement could be 
much more than 5 per cent of 
gross domestic product this year 
and still more thereafter. So 
healthy were the UK's public 
finances at the end of the 1980s 
that some years of heavy borrow¬ 
ing can be contemplated. But in 
the end deficits on this scale will 
destroy the credibility of the 
exchange rate policy on which the 
government has set its heart. 

Mistakes have been made. Yet 
current policy could still pass the 
Bundesbank test", this being 
whether the German central bank 
would adopt current UK monetary 
policy if it were to be directly, 
instead of only indirectly, respon¬ 
sible for that lumbering beast. 
Faced with an economy “bumping 
along the bottom'’, but with 
underlying inflation running at 
about 5 per cent a year and earn¬ 
ings at 7 per cent, though both on 


The chances of lower British 
interest rates depend on Germany 
But every piece of news on Ger¬ 
man monetary overshooting and 
the resilience of the German econ 
omy makes the chances of marked 
monetary easing look more 
remote. If German rates stay up, 
the more successful the UK turns 
out to be in lowering its infla tion, 
the higher will real interest rates 
become. 

For an economy in the midst of 
debt-deflation, this is alar min g. 
The nature of the danger is 
revealed by the US, with official 
short-term rates of interest at 3 
per cent, and Australia, with rates 
of 6.5 per cent. Both countries 
share the British debt problem: 
both have far more expansion¬ 
ary monetary policies; both are 
making only modest recoveries, 
nevertheless. 

Unhappily, all options are dis¬ 
mal. These are to: 

• soldier on, hoping that the 
economy will soon turn up or Ger¬ 
man interest rates turn down; 

• seek a realignment, which 
would probably lead to higher UK 
interest rates and, unless substan 
tial, would give only a modest 
boost to economic activity; 

• quit the ERM, which would 
leave the government without a 
monetary policy and be like a 
nuclear bomb landed on top of its 
European policy as well; and 

• push for the earliest possible 
move to economic and monetary 
union, with a central bank that 
would look at the European econ¬ 
omy as a whole, not just one 
region of it. 

Given the nature of the alterna¬ 
tives, there can be no question of 
changing policy today. A govern¬ 
ment dedicated to lower Inflation 
could also justify its current poli¬ 
cies, even if it were not con¬ 
strained by the ERM. But how 
long could it do so? The answer 
must depend both on what hap¬ 
pens to the economy and on the 
costs of any policy change. 

Since the point of entering the 
ERM was to put the UK in a strait- 
jacket, it is not surprising to find 
that it is indeed in one.. The 
patient has derived some benefit 
from the treatment The question 
is how long the UK will bear to 
wear it 


Learning 
from BCCI 


THE BANK of Credit and 
Commerce International, dead a 
year ago. lives on in the new rules 
for international banking supervi¬ 
sion issued by the central bankers' 
Basle Committee. 

You would never guess it, 
however. BCCI is not mentioned 
at any point. The text merely 
murmurs, in a reassuring sort of 
way, that “following recent dev¬ 
elopments” the committee has 
reviewed the way international 
banking supervision is co¬ 
ordinated. 

Would the new rules have pre¬ 
vented those “recent develop¬ 
ments” from taking place? In 
other words, if central bankers 
had been operating to these rules 
all along, would BCCI have been 
allowed to get away with it for so 
long? At the heart of the new 
rules is the requirement that all 
international banking groups 
should be supervised by a home- 
country authority that is up to the 
job. On the lace of it, that goes 
some way towards eliminating the 
anomaly that allowed BCCI to be 
supervised in Luxembourg, a 
country not equipped to supervise 
a big international bank. It also 
rules out the ad-hoc replacement 
supervisory regime for BCCI that 
was cobbled together when Lux¬ 
embourg needed help. 

This device, a “college of 
supervisors", brought together all 
bank regulatory agencies from 
countries where BCCI had signifi¬ 
cant operations. It suffered from a 
fatal Haw: no one supervisor car¬ 
ried the can. As a result, with 
responsibility divided, BCCI was 
allowed to continue in operation 
for too long. 


turn have to grant permission for 
entry; and before doing so they 
must satisfy themselves about the 
home-country supervisor. 

In theory, that sounds fine. In 
practice, though, it will pose many 
problems. It is easy enough for a 
host country to turn down the 
branch of a bank based in some 
offshore island only detectable 
with a microscope; it is far harder 
to turn down a bank based in a 
respectable developed country like 
Luxembourg. Indeed, the EC's Sec¬ 
ond Banking Directive explicitly 
rules out such discrimination 
between member countries of the 
Community. 


Primary responsibility 

Under the new rules, supervi¬ 


sors are free to set up colleges or 
any other information-sharing 
arrangements, but the primary 
responsibility rests with a single 
home-country supervisor, whose 
permission will be needed before a 
banking group can expand abroad. 
Host-country supervisors will in 


Demanding task 

There is a passing nod to the 
EC's single banking passport in 
the new Basie rules, but in truth 
the two sets of principles work a 
little at cross-purposes: as Basle is 
urging banking supervisors to dis¬ 
criminate more finely between 
borne countries, Brussels is requir¬ 
ing equal treatment for all EC 
members. Brussels has a demand¬ 
ing task ahead of it in ensuring 
that standards of banking supervi¬ 
sion throughout the EC are uni¬ 
formly high. 

BCCI crept up on the world 
banking community, without any¬ 
body really noticing; and once it 
was established, nobody wanted to 
close it down, for fear of damaging 
depositors. The same problem 
underlies the new rules. They may 
work well in preventing an unsuit¬ 
able new entrant to international 
bunking; but the chances are that 
the next potential scandal-ridden 
bank is already operating. There 
is no “grandfather" clause in the 
new rules, but in practice each 
banking supervisor will decide 
how quickly to apply them retro¬ 
spectively. That Is unlikely to be a 
speedy process. 

The new rules are a sensible 
additional protection for deposi¬ 
tors. But the problems they leave 
unresolved demonstrate that there 
is no substitute for caution about 
where you deposit your money. 


M r Volker Ruhe, the 
German defence 
minister, has 
always considered 
himself an Anglo¬ 
phile. It is a matter of regret to him 
that his first important decision as 
defence minister, to end German 
participation In the European 
Fighter Aircraft (EFA) project, is 

one that causes problems between 
Germany and Britain. But he is 
quite firm about it, quite clear 
about his reasons for it, and philo¬ 
sophical about the unkind things 
the British press has had to say - 
though be does resent suggestions 
that Germany has shown itself an 
unreliable partner. “My relationship 
with Britain started with Shake¬ 
speare.” he declares, “and it's not 
going to end with EFA.” 

One point he was anxious to get 
across in London yesterday, both to 
his opposite number Mr Malcolm 
Rifkind and to Conservative back¬ 
benchers, was that Germany never 
committed itself to production of 
the aircraft. The commitment was 
to research and develop it, and Ger¬ 
many is still willing to pay its share 
of the development costs if its part¬ 
ners decide to go ahead. Mr Ruhe 
would prefer, however, to redirect 
the money not yet spent (which he 
estimates at DM 3bn (£Ibn) - 50 per 
cent of the total) to the develop¬ 
ment of a new, “drastically 
cheaper" aircraft, corresponding to 
the requirements of a strategic con¬ 
text which has changed out of rec¬ 
ognition since the original decision 
to develop EFA was taken in 1984. 

Mr Rfihe argues that the present 
EFA cannot be slimmed down any 
further. He says it has already been 
cut to a point where it no longer 
makes sense, by cutting out a num¬ 
ber of crucial features such as 
friend-foe Identification - savings 
he regards as illusory, since both 
manufacturers and the purchasing 
air forces would certainly argue for 
the reinstatement of such features 
later in the programme. 

With his penchant for plain 
speaking. Mr Ruhe brings a touch of 
populism to his job entirely absent 
from the desiccated tones of his pre¬ 
decessor, Mr Gerhard Stoltenberg. 
Whereas Mr Stoltenberg could 
sound like a somewhat academic 
pastor, Mr Ruhe peppers his conver¬ 
sations with phrases such as; 
"When the earth changes, shouldn't 
the plane change too?” 

Perhaps most irritating to his 
British interlocutors is Mr Rfihe’s 
relaxed position on the timing of 
any decision on the production of a 
new aircraft He would be happy to 
leave it till 1996, since Germany is 
modernising the American Phan¬ 
tom fighters it already has in ser¬ 
vice. and will not need replace¬ 
ments before 2000 or even 2001. The 
British and Italian air forces are in 


Volker Ruhe, Germany's defence minister, 
explains his government’s decision on die 
EFA to David Marsh and Edward Mortimer 


Fighter tamed 


by friendly skies 



much more of a harry. 

Yet Mr Rfibe believes bis worries 
about cost overruns are shared by 
Germany’s partners. His semi-ironic 
message, repeated incessantly in 
London yesterday, was that “Ger¬ 
many is not the only poor country 
in Europe”. The Spaniards, he 
believes, are already close to his 
position, and the Italians for bud¬ 
getary reasons will almost certainly 
not be able to take up their full 
quota of aircraft. And if his part¬ 
ners do agree, he would very much 


like to bring in the French as well 
There Is always the obvious fall¬ 
back option of buying American, 
but this has been ruled out by Mr 
Theo Waigal, the German finance 
minister.'and Mr Ruhe refuses to 
discuss it publicly. Mr Waigel's 
Christian Social Union, based in 
Bavaria, home to much of the Ger¬ 
man aerospace industry, has argued 
strongly in favour of the EFA 
Mr Rllhe paints out that the eco¬ 
nomics of the EFA have been 
undermined by the increased num¬ 


ber of arms manufacturers (includ¬ 
ing Russians) jostling for position 
on a much reduced export market 
for sophlrticated weapons systems. 

The vital position, he agrees, is 
that of the UK, but Ud beHevea the 
debate there is only beginning,. in 
contrast to the intense political 
argument .which has raged' in Ger¬ 
many over the aircraft’s future ever 
since it was first mooted. -■ 

Mr Ruhe would like to end tips. 
“religious warfare over weapons 
systems "by starting a dialogue, 


with the “constructive forces* in 
the Social Democratic opposition. 

A similar dialogue is necessary in 
another controversial aspect of Ger¬ 
man defence policy - whether Ger¬ 
man troops are to be deployed out¬ 
side the Nato area, either as “blue 
helmet" peacekeepers or in a more 
active “peacemaking" role: 

Mr Ruhe has already stretched 

the consensus to its limit by des¬ 
patching a 150 -roan medical corps 
to Cambodia, and three “humanitar¬ 
ian” aircraft to Sarajevo. He has 
argued that combat units could be 
sent on peacekeeping operations 
without amending the German con¬ 
stitution. but on this point both 
his Free Democrat partners and 
the Social Democrat opposition 
disagree. 

He makes no bones of the fact 
that his motives for dropping the 
EFA are political as well as budget¬ 
ary. Traditionally in post-war Ger¬ 
many the defence ministry has been 
a graveyard for political careers. Mr 
fliiho - a foreign policy spokesman 
and adviser before Mr Kohl made. 
him general secretary of the CDU in 
1589 - would certainly have pre¬ 
ferred to be foreign minister,, had 
that post not been the preserve of 
the junior partner in the coalition, 
the Free Democratic Party. 

But Mr RQhe, who dearly har¬ 
bours ambitious to become chancel- - 
lor himself one day, has -skilfully 
exploited his new post by adopting 
the popular role of a cost-cutting 
defence minister — an option made 
available by the end of the Cold 
War - rather than the previously 
inescapable one of spokesman. for 
the armed forces. 

He is also, more than some other 
west German politicians, acutely 
conscious of the need to cement the 
unification of the country. Bom in 
1942, he spent a few years of his 
early childhood in the east after the 
-end of the war, and has lived with 
the knowledge that if his mother 
had stayed there, instead of return¬ 
ing to Hamburg, he would have 
grown up as an east German. As a 
result he was always sensitive to 
the consequences west German pol¬ 
icy might-have for the lives of ordi¬ 
nary people in the east, and when 
unification came he was quick to 
proclaim; as a north German Protes- 
■ tant, that the country as a whole 
_ must expect to change. 

Today, he justifies bis decision on 
the EFA by. pointing out that the 
aircraft was commissioned at a time 
when there were thousands of 
Soviet aircraft in east Germany. He 
argues that if the government went 
ahead with it now east Germans 
would see it as “a symbol of west 
Germain business as usual" - 
exactly the wrong signal for the 
government to send at a time when 
there is talk of forming separate 
east German parties. 


G ermany's decision not to 
participate In the prod¬ 
uction phase of the Euro¬ 
pean Fighter Aircraft 
project has exposed sharp divisions 
between the Spanish govern¬ 
ment and the country's aerospace 
industry. 

Immediately after a majority of 
the German government coalition 
decided last week not to include 
production funds in the budget for 
next year, Casa, the state-owned 
Spanish aerospace group and the 
lead EFA contractor in the country, 
announced it was determined 
to go ahead with the project 
even if it meant assuming new 
costs. 

For Casa and the Spanish aircraft 
Industry, the EFA Is vital; the proj¬ 
ect has already Involved large 
transfers of technology to Spain, 
particularly in composite mated- 


Sharp split in Spain 


Government and industry disagree about the costs and 
benefits of the aircraft, says Peter Bruce ' 


als. A joint venture with 
Rolls-Royce to build EFA engines 
in the politically unstable and eco¬ 
nomically deprived Basque region 
is also dependent on the project 
going ahead intact 
By the time the' German decision 
had been made, however, Mr Felipe 
Gonzalez, Spain's prime minister, 
was already entertaining serious 
doubts about whether Spain would 
stay in the project 
Mindful of the strains being 
placed on the economy by a 55 per 


cent growth in the government def¬ 
icit this year, the defence ministry 
warned the aerospace industry that 
budgetary considerations would be 
paramount when it came to decid¬ 
ing whether, or how, to proceed 
with production. 

Last week, the defence ministry 
said that Spain, which has a 13 per 
cent share of the project, wanted to 
cut the costs of the aircraft by 
changing EFA’s technical specifica¬ 
tions and cutting the cost of the 
overall project The ministry added 


that it hoped it would be possible 
to build a pan-European aircraft to 
replace its ageing Mirage F/l air 
defence aircraft. • . • 

In addition to the costs of the 
EFA, Spain has also been imcom- 
fortable about the absence from the 
project of France, its most impor¬ 
tant European economic and politi¬ 
cal partner. 

Last week, after meeting Mr 
Pierre Bdrggovoy, tire French prime 
minister, in Madrid, Mr Gonzalez 
said he had invited France to con¬ 


sider rejoining some form of proj¬ 
ect, to build a European fighter. 
“The project has changed since it 
was begun," he said, “and it would 
be advisable to adapt it to the new 
[inte rn ational political] situation." 

For the moment, however. Mad¬ 
rid is unlikely to make any precipi¬ 
tate unilateral decision over its 
fixture participation In the project 
Spain, will probably use the next 
round of discussions with its EFA 
partners to try to find some com¬ 
mon ground between Germany’s 
wish for a cheaper and lighter air¬ 
craft and, Britain’s desire to pro¬ 
ceed with the original project 

Should Spain be forced to choose 
between producing the original air¬ 
craft with just two remaining part¬ 
ners- or to drop out of production, 
current budgetary restraints mafte 
it likely that it would be forced to 
take fixe the latter course of action. 


Joe Rogaly 

Time for an awakening 



Once upon a future 
time the Labour 
party will awaken 
from its narcoleptic 
trance. It may hap¬ 
pen this autumn. 
We will theu see 
whether what is 
being made ready 
to stalk the land is 


an ageing and impotent Franken¬ 
stein’s monster, something out of a 
comic book of historic horrors, or a 
strangely revitalised young prince¬ 
ling ... hang on a moment. It is Mr 
John Smith we are talking about 
here. Forget the young princeling. 
Let us settle for middle-aged Edin¬ 
burgh lawyer. 

The Smith part of the fairy story 
is due to come true on Saturday 
week. The ancient machinery of the 
Labour leadership election process 
will creak and bubble in a labora¬ 
tory somewhere in London. The 
trade union bosses will incant their 
chosen name. The constituency par¬ 
ties and members of parliaments 
will each contribute a limb or two. 
A bolt of electricity will crackle, 
and there, twitching into life, we 
will see the Smith-led Labour party. 

What it may well find, as it sits 
up and consciousness slowly 
returns, is a Conservative govern¬ 
ment In trouble. We can Imagine 
the scene as MPs come back to 
Westminster from their summer 
holidays. The recession is still on. 
with no sign of any corner to turn. 
Drastic measures, such as devalua¬ 
tion or leaving the exchange rate 
mechanism, are still hot contem¬ 
plated. The Tory backbench rebel¬ 
lion against ratification of the Maas¬ 
tricht treaty continues, fed by the 
unease over the economy. The 
French vote “yes” to Maastricht 
(this Is a fairy story, remember) and 
the other 10 members of the Euro¬ 
pean Community look to Britain to 
ratify, In order to put pressure on 
the Danes- Suddenly the Labour 
party matters, even if only slightly. 


What it proposes to do if the bill Is 
returned to the Commons becomes 
an element in the government’s cal¬ 
culations. Mr Smith begins to enjoy 
himself hugely: not only is the 
party alive, it is kicking. 

It is also, as Mr Smith acknowl¬ 
edged at the weekend, divided over 
Maastricht That weakens Labour 
as a potential anti-Maastricht force. 
Yet, skilfully led, the opposition 
could make passage of the treaty 
legislation even more uncomfort¬ 
able than It might otherwise be. 
Labour's backbenchers would 
surely unite over obstructive tactics 
designed to embarrass the Conser¬ 
vatives, although they would be 
divided on a strategic vote on the 
principle of the thing. With luck. 
Labour could have more influence 
over events in the House of Com- 


Labour could have 
more influence over 
events In the House 
of Commons than at 
any time since 1979 


mons than at any time since 1979. 
Such considerations could lead to 
the postponement of the re-intro¬ 
duction of the bill from late autumn 
1992 to anybody’s guess In 1993. 

In short not everyone is ready to 
write Labour off as an effective 
opposition, even though to my mind 
Its long-run future is in doubt The 
Conservatives take Mr Smith's 
troops seriously. Mr Stephen Dor- 
rell, the financial secretary to the 
Treasury and a rising ministerial 
star, told a Tory Reform Group 
meeting on Saturday that be did not 
believe that Labour was unelecta¬ 
ble. It would be “hopelessly compla¬ 
cent” to assume that It . was. The 
government had been re-elected on 
sufferance; it had not received any¬ 
thing resembling a resounding vote 
of confidence for its record since 


1987. ft needed to earn the elector¬ 
ate's support Mr Dorrell then went 
on to explain how Mr John Major’s 
policies would achieve that 

Thera are other ways of making 
the point Labour scored a misera¬ 
ble 34 per cent of the vote on April 
9, but this was an improvement on 
1987 (31 per cent) and 1983 (28 per 
cent). Its performance in seats won 
was likewise on a rising curve. Con¬ 
sider also the Conservative central 
office’s index of negatives. In 1987 
five reasons for not voting Labour 
were confirmed by Tory research. 
The party was disunited. It could 
not be trusted on defence. It was 
dominated by the left. Unions had 
too much influence. Finally, Mr 
Neil Kihnock could not be accepted 
as prime minister. By 1992 the first 
four negatives had been eli m i n ated 
(union, influence was not a particu¬ 
larly salient factor this time), but a 
new one was added-by the Conser¬ 
vatives. Labour was made to.be 
seen as a high-tax party. However 
badly the Tories had performed, 
Labour would make matters worse. 

Now that Mr Kinnock has gone 
only the high-tax. label remains. Mr 
Smith has already begun to detach 
it from his sleeve. Meanwhile the 
government will surely reduce 
income tax, even at the cost of fur¬ 
ther indirect taxes. In that way it 
can make the distinction between 
itself and the opposition clear. 
Labour will have to look for posi¬ 
tive reasons for being elected. 

It wfil be bombarded with sugges¬ 
tions, such as the one in a Fabian 
pamphlet* due to be published on 
Friday. The- author, Mr David lip* 
sey, proposes a change of name, to 
New Democrats. I would agree that 
“Labour” suggests to many people 
“don’t vote for me’’ but .what about* 
“John Smith's party?” It is too soon 
to say. Hie creature is stHl in the- 
lab,, waiting, for.- the switch to be 
pulled and the lightning to strike. 
*Tht Nam of the Rose. 11 Dart¬ 
mouth Street, London SWlff $BN 
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Obituary 




ord Ktearton, who died 
last week at the age of 
81, was one of the out- 
[standing industrialists 
of the postwar era. As chair , 
man of .Courtaulds between 
1964 and 1975. he drove the 1 
company forward from Its base 
in fibres into fabric and 
apparel manufacture, and in 
the process reshaped the Brit¬ 
ish textile Industry.' • 

His influence extended to 
other industries, particularly 
through his chairmanship of. 
the Industrial Reorganisation 
Corporation in the 1960s, and 
British National OIL Corpora-, 
tionin thei970s^ T" 

To all these posts ^ and to 
many other part-time roles In' 
both public and private sectors : 
- Frank Kearton brought a 
zest for action and a readiness 
to seize opportunities. It was 
these qualities which trans¬ 
formed Courtaulds from a 
respected hut declining mem¬ 
ber of the British business 
establishment into a vehicle 
for dynamic growth. 

Some of the growth:was ilk 
conceived; It might even lie 
said that Kearton saved Cdurt- 
aulds and then, nearly 
destroyed it through over-ex¬ 
pansion. The problems which 
he bequeathed to his succes¬ 
sors, compounded . by the - 
severe recession-and overvalu- * 
ation of sterling In 1980-82, 
were formidable. Yet Kearton 
gave Courtaulds new. life, 
broadening the range of bust-: 
nesses which the company 
could do welL 

Born in 1911. Christopher 
Frank Kearton was educated at 
Hanley High School and: at St 
John's College, Oxford, where 
he took a. first class degree in. 
chemistry. Despite earlier 
thoughts of becoming an aca¬ 
demic, he joined the ofl-foom- 
coal project at ICFs Bflhngham 
works, and was later involved 
in the production of aviation' 
gasoline for the second world 
war. He was invited to join the 
Anglo-American nuclear weap¬ 
ons programme, and worked, 
on the fuel enrichment side of 
the project at Oak Ridge, Ten¬ 
nessee. ... 

He rejoined ICI briefly after 
the war, but in 1946 he was • 
recruited by Courtaulds. to. 
head the chemical engineering, 
department Sir years later he 
was appointed to the board and 
played an important part in 
the more expansionist strategy 
that began after 1957. 

Kearton was doaely involved 
in the merger with British 
Celanese, Courtaulds’ main 
rival in rayon, in the develop¬ 
ment of Courtelle acrylic fibre - 
and in Courtaulds' dhrercificar ; 
tion into paint a nd packaging. 
But it was the bid from Id in 
1961 which galvanised Court¬ 
aulds into a far more aggres¬ 
sive set of policies and put 
Kearton into the driving seat 



Kearton: not content with a passive role 


A press -conference held by 
Courtanldg to-explain its atti¬ 
tude to the bid .began with 
introductory statements from 
the deputy chairman and other 
directors: Then, as DC Cole-, 
man, historian of the cbmpany, 
described the scene: “Kearton 
took over and began more and 
tnore to dominate the confer¬ 
ence. R was an egocentric per¬ 
formance. with plentiful use of 
the first person singular, but it 
was also vigorous, assertive, 
fluent and confident He laid 
about ICI... He threw facts 
and figures about .with cheerful 
abandon' and -—-_._- —_ 

^ Kearton was a 

racy. Ha raised 


and garinent-malring compa¬ 
nies. 

As Arthur Knig ht, Kearton’s 
successor as chairman, later 
wrote: “At no stage was the 
objective of Courtaulds becom¬ 
ing a fully fledged vertical 
group (from fibres through tex¬ 
tile manufacture to garment- 
making) w pliwtly PTmrw-Tntpd 
and an account in retrospect of 
the development makes it all 
seem m uch more logical than 
it appeared while it was going 
on.” . • 

Vertical integration was a 
reaction to events - the 
-—;-—i threatened dis¬ 

appearance of a 
large part of 


laughs, bubbled Dream OI JTeSll aiT Courtaulds’ UK 
with ideas and in the Staid ranks customer base 

antithesis - of of British 
the dd, stuffy industrialists 

Courtaulds.” ■ ■' 

Seeing off ICT 


was one thing. 'Demising- a 
strategy for profitable growth 
.was quite another. Courtaulds: 
was- over-dependent on a 
declining group of wood-based 
fibres, .viscose rayon and ace: 
tate; its principal customer, the 
Lancashire textile' Industry, 1 
was extremely weak. Dtversi& 
cation, both -In the newer syn-.< 
thetic fibres and away from 
textiles, had been seen as a pri¬ 
ority before the ICT Md. But 
after the hid toe urgent need to 
secure outlets for fibre 
impelled Courtaulds into a hec- 
tic p ro gram me of taking over 
spinning, weaving, knitting 


- and Kearton 
plunged into it 
with character- 
istic verve. 

—■ Was : this 
strategy correct? Courtaulds 
seemed to have no alternative 
if it was to safeguard its fibres 
business. But Kearton assumed 
too readily that managers 
brought tip to wipttiil .int pTuh /p 
fibre production could adapt 
' quickly to the fashion-sensitive 
and shorter-term requirements 
of the downstream industry. 
There was an optimistic belief 
that competitive success could 
be won by throwing manage¬ 
ment and money at toe prob¬ 
lem. - 

- With hindsight it might be 
said that Kearton approached 
the textile industry's problems 


from toe wrong end. Retailing 
was central - and one of Kear- 
ton’s errors was to try to build 
up Courtaulds as a counter¬ 
weight to the retailers. He 
resented the domination of 
Marks and Spencer; he wanted 
to call the tune himself. What 
also proved to be wrong - 
again with the benefit of hind¬ 
sight - was the idea that 
Courtaulds could become a 
low-cost, high-volume supplier 
of standard textile goods to the 
rest of Europe. 

The climate of the 1960s 
favoured large-scale mergers, 
reflecting an over-simplified 
diagnosis that British industry 
was too fragmented to compete 
effectively to world markets. 
Appropriately enough, Kearton 
was chosen by the Labour gov¬ 
ernment to chair the Industrial 
Reorganisation Corporation 
(IRC), which helped to bring 
about some of the biggest 
mergers of the late 1960s. 

' Kearton's commitment to 
active state intervention to 
industry made him a natural 
choice, under the next Labour 
government, to head the Brit¬ 
ish National Oil Corporation - 
a post .which he took on after 
retiring from Courtaulds in 
1976. 

Supported by the then 
energy minister, Mr Tony 
Beam, Kearton was not content 
with a passive role to the 
North Sea, monitoring develop¬ 
ments on behalf of the govern¬ 
ment. After the transfer to 
BNOC of Burmah Oil's North 
Sea assets, Kearton's team was 
soon completing the Thistle 
field as operator and building 
up its own exploration pro¬ 
gramme. 

The Thatcher government 
saw no place for a state-owned 
oil company, but Kearton’s 
retirement from BNOC enabled 
hhn to start a third career as 
an active member of the House 
of Lords, a dedicated chancel¬ 
lor of the University of Bath, 
and a participant in numerous 
committees and institutions 
connected with industry, tech¬ 
nology and education. 

- As a businessman, Kearton 
was a breath of fresh air to the 
staid ranks of British industri¬ 
alists. He was unusual in com¬ 
bining scientific distinction 
with entrepreneurial flair; to ' 
this was added remarkable sta¬ 
mina and a fierce will to win. 

His enthusiasm was infec¬ 
tious, especially among 
younger co l leag u es. He bad an 
extraordinary capacity to 
absorb and retain information, 
and a readiness to deploy it 
selectively in support of what¬ 
ever point he might be making. 
He could he a formidable, even 
ferocious opponent, but he 
showed unswerving loyalty 
and friendship to those who 
worked with him. 

Geoffrey Owen 


Observer 


Discounted 

directors 

■ It is hard to remember to '. . 
these days of enlightened 
corporate governance that 
some City firms used to pack 
their braids with 
non-executive directors who , 
were also their best customers. 

For clearing banks to - 
particular it was a good way 
of making sure that the 
competition did not poach a,.. 
customer’s business. - 

But the custom was never 
more prevalent than among 
the City's discount houses. • 1 - 
Unlike the old accepting 
houses, the discount houses : 
were never great powers in 
the land but they relied on 
friends to high places to funnel 
business to their direction. 

It is no longer enough; Union 
Discount, once the sector 
leader, passed its dividend 
yesterday after another 
horrendous loss and is now . 
worth a mere H2%m or so in 
the stock market... 

Its board of non-executive 
directors used to read Bke a 
list of its best customers. Could 
this perhaps be part of the 
reason for this famous Ann’s 
sad decline? 

Certainly, its dismal record 
cannot be Warned on a - 
shortage of well qualified .. . 
non-executive directors. 

John Sdater, the new' 
c h a i r m an of Hill Samuel and 
chairman of Foreign and 
Colonial, has been on the . 
board since 1981 and Lord . 
Remnant, chairman of 
National Provident Institution, 
has been a director since 1968. 
For a long time Barclays Bank 
had a director, and sometimes 
its c hairman sitting on the 
Union board. 

Given thafc.The Union’s 
problems stem largely from 
its shift from coie business " 
to ill-advised diversification, 
on which sage part-time . 
directors, with wide experience 


ought to have been ahle to 
advise, the corporate 
governance'experts may have 
cause to ponder. : = 


Out to lunch 

■Sr Bryan Carsberg, toe new • 
director general of fair trading, 
wants a couple of months to .' 

' read himself in before making 
grand pronouncements about 
general competition policy.: 

But one tentative judgment 
can already be male. Sir . ~ 
Bryan, the. former telephone 
regulator, seams to be taking 
_a tougher line on the buffet 
touch - a sensitive indicator 
for many journalists. 

Whereas the outgoing Sir 
Gordon Borrie laid, on a good 
spread. Sir Bryan seems to be 
under the impression that 
journalists can be influenced 
with peanuts, crisps and wine. 
As a result, some of Fleet 
Street’s finest were not overly 
impressed with their first 
briefing session with the new 
OFT boss yesterday. 

But what can you expect 
when yon replace a barrister 
with an accountant? 


Latin lolly 

■ It will take a lot more than 
the collapse of the Japanese 
stock market to knock Japan’s 
Tafirichir o Mori off his perch 
aa the world’s wealthiest 
person. 

■ Forbes magazine's annual 
ranking of the world’s 
b illionair es shows that despite 
foiling property .prices the 
88-year-old Japanese real estate 
tycoon still boasted a personal 
fortune of $l3bn. Yoshiaki -■ 
Tsutsumi,.S8, a railway and 
gtof coursetycoon, remains 
the second richest with a SlObn 
fortune arising from a 40 
percent stake in the family-run 

company, Kokudo.' 

By contrast, Bill Gates ; the 
3&yearold Harvard dropout 
and founder of Microsoft, may 



“Tin going to give you 
- whatever sentence the 
. market will take” * 

be the tidiest American, but 
he is only worth $8.4bn. 

But despite Japan’s pole. . 
position' the US tops the list 
with 101 Individuals or families 
out of 291 worth Slbn or more. 
Germany is second with 44 
billionaire fortunes and Japan 
comes in third with 34. For 
the first time, Richard Branson 
joins the billionaires list; 
Forbes says he is worth about 
SLSbn. .. 

But it is Latin America 
which has unearthed a surge 
of capitalist energy; up from 
eight to 21 billionaires this 
year. . 


Job swaps ’ 

■Francis Maude, toe second 
youngest of the bunch of Tory 
ministers to lose their 
parliamentary seats, seems 
to be winning the race to get 
rich quick in toe private sector 
while he plots his political 
comeback. ... 

Having advised the Hong 1 
Kong Bank in its successful 
bid for Midland, Maude has 
picked up a lucrative job as 
head of privatisation at 
Salomon Brothers and now 
he has been given a seat on 


the Asda board. Not bad going 
for a 39-year-old who stands 
as good a chance as anyone 
of getting the next safe. 
Parliamentary seat, especially 
now that Chris Patten has 
emigrated to Hong Kong. 

John Maples who, like 
Maude, would almost certainly 
have also been picked for the 
Cabinet if he had held onto 
his seat, has also found a nice 
little earner as chairman of 
a government lobbying arm 
of Saaichi & SaatchL But he 
is ten years older than Maude 
and his political future is less 
certain. 

Sir David Trippier’s name 
is beginning to appear as a 
non-executive director but the 
hkes of Michael Fallon, Colin 
Moynihan and Christopher 
Chope have yet to resurface 
in the appointments columns. 


Bitter harvest 

■ Non-alcoholic fumes could 
soon be wafting Japanese 
businessmen into the land of 
nod. Suntory, the country’s 
leading drinks producer, 
seeking a solution to the 
problem of sleeplessness 
caused by stress, has stumbled 
on a new nightcap. 

Scientists at its Institute for 
Fundamental Research in 
Osaka put a number of human 
guinea-pigs under pressure 
by giving them a maths test 
and keeping them “in a state 
of arousal”. Their rooms were 
th«i filled with six different 
smells to see which most 
quickly soothed them to sleep. 

Although a slug of Suntory 
Royal whisky ought to have 
done the trick, a sniff of bitter 
orange proved the most 
effective. 


Dead end 

■ Two goldfish in a tank. One 
says to the other “How do you 
drive this thing?” 
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BSkyB view 
of current 
financial 
profile 

From Mr Richard Brooke. 

Sir, It is hardly surprising 
that Mr Christopher Bland 
takes such a jaundiced view of 
BSkyB’s financial position 
(Letters July 3) as the loss of 
the Premier League contract 
must have come as a consider 
able blow to his company. 
However, some of bis points 
should not pass nnr b a R p ^g a d 

In March 1992, BSkyB 
announced that ft had reached 
operating profitability and that 
it would achieve cash flow 
break even in May 1992. This 
forecast has proved to be accu¬ 
rate, and the £33m of remain¬ 
ing shareholder financing is 
now unlikely to be required. 

The debt in the company Is 
all either owing to sharehold¬ 
ers or guaranteed by share¬ 
holders. The interest payable 
out of operating caSh flow is 

less than £12m per annum. The 

rest accrues and will be paid to 
shareholders when they so 
decide. The “negative net 
worth of £L3bn" therefore rep¬ 
resents the shareholders' ini¬ 
tial investment in the com¬ 
pany. which is in the form of a 
debt instrument rather than an 
equity instrument, 

The future programme rights 
contracted (but not provided 
for in the accounts) of £950m 
are in respect of BSkyB’s out- 


British view of German rethink 
on EFA fighter ‘idiosyncratic’ 


Prom E H Claussen. 

Sir, I refer to your leader 
“Credibility test for Bonn” 
(June 2). 

Sometimes the British are a 
funny lot. When Harold Wil¬ 
son, the former UK prime min¬ 
ister, negated Edward Heath’s 
signature under the agreement 
of entry into the EC. he was 

hailed as a great politician. 
When Margaret Thatcher - 
swinging her handbag and 
screaming “I want my money 
back" - negated Wilson’s sig¬ 
nature under the revised entry 
treaty, it was three cheers for 
the Iron Lady. Opting out of 
two essential parts of the 
Maastricht accord is consid¬ 
ered a political success for 


John Major in defending Brit¬ 
ish sovereignty (the latter, 
only possible with the pivotal 
assistance of Helmut Kohl)- 
Now the Germans have 
decided to opt out of the pro¬ 
duction phase of the EFA proj¬ 
ect, an option covered in the 
existing contractual agree¬ 
ment What is that for the FT 
(and for the British defence 
minister)? It is a test of Bonn’s 
credibility “as a reliable part¬ 
ner of the west”. Hal 
The Germans give military 
(drastically changed environ¬ 
ment) and political reasons for 
their change of mind. The lat¬ 
ter. particularly, reflects a con¬ 
siderable change of the elector¬ 
ate’s mood. In a democracy 


that is important - see Den¬ 
mark and Maastricht 
Of course. If. as you say, the 
German “nein turns out to be 
definite”, it will have political 
consequences, as had Wilson 
and Thatcher’s requests for 
renegotiation and Major’s opt- 
out But that is the purpose of 
the exercise. When the British 
do it, for their reasons, it is 
fine; but when others do it for 
their own reasons, it casts 
doubts on their credibility. 
That seems, with' respect, a 
rather idiosyncratic British 
pragmatism or sense of reality. 
E H Claussen. 

The Penthouse, 

ITS Leigham Court Road. 
London SWIG 2RF 


put deals with Hollywood stu¬ 
dios. 

These contracts give the 
company exclusive rights to 
pay television in the UK, and 
will be largely responsible for 
the company's growth to 
become the largest broadcaster 
in the UK. 

More informed comment on 
the company’s financial posi¬ 
tion and prospects has come 
from a number of stockbroking 
research companies, including 
Warburgs, which was ranked 
(July 2) number one in the 
league table of research compa¬ 
nies. The two most recent ana¬ 
lyst reports, from BZW and 
Morgan Stanley, have both val¬ 


ued BSkyB in excess of £3bn. 
Richard Brooke, 
chief financial officer, 

British Sky Broadcasting. 

6 Centaurs Business Park, 
Grant Way, Isleworth 


Costly transfer 
from France 

From Mr Alan Mackie. 

Sir, My Europhiiia has been 
badly dented by finding £21.36 
debited from a £180 cheque 
cashed on a French bank. To 
soften the blow my local bank 
informed me it had foregone 
its usual handling fee because 


it thought the charge was 
excessive. 

This kind of charge is not 
unusual, I am told. Apparently, 
there is virtually no recourse 
as the French bank debits its 
costs at source while my local 
branch is inhibited from mak¬ 
ing further enquiries by a £7 
head office charge for every 
telex sent 

Nice work if you can get it, 
one might say. Perhaps our 
beleaguered financial services 
industry may still have some¬ 
thing to offer Europe in trans¬ 
parency and competition. 

Alan Mackie. 

66 Canonbury Road 
London N1ZDQ 


US hard currency plan for former Soviet Union recalls Keynes 


From Messrs Steve B Hanke 
and Phil Gramm. 

Sir, Mr Samuel Brittan’s 
article, “Case for Russian ‘dol¬ 
lars’" (June 22), affirp ig that 
the rouble is dysfunctional. To 
remedy Russia's currency mal¬ 
ady, Mr Brittan recommends 
that all currencies should be 
allowed freely to circulate in 
Russia, and that “there may be 
a case for western govern¬ 
ments providing hard curren¬ 
cies not just as a stabilisation 
fund or for governments to use 
in buying imports, but directly 
in loans to local business to 
put into the circulation". 

Following Mr Brittan’s gen¬ 
eral line of argument for legal¬ 
ised "dollarisation” In the for¬ 


mer Soviet Union (FSU), we 
have developed detailed pro¬ 
posals for establishing cur¬ 
rency boards In the FSU. The 
boards would issue “hard" rou¬ 
bles backed 100 per cent by 
hard currency reserves; boards 
would not accept deposits and 
their sole function would be to 
exchange hard roubles for 
reserve currency at a fixed rate 
on demand. 

Currency boards that issued 
hard, competing roubles would 
have two features that would 
make them more attractive 
than simple dollarisation: 
boards would earn seignorage 
because their liabilities (hard 
rouble) would not pay interest 
while their assets would earn 


interest, and local pride would 
not be challenged because bard 
roubles would circulate in the 
FSU. 

To facilitate the Implementa¬ 
tion of our proposals, the US 
Senate passed an amendment 
to the Freedom Support Act on 
July 1 1992. That amendment 
states that “the Congress 
expresses its support for the 
United States participation, in 
sums up to $3,000,000,000 in a 
currency stabilisation fund or 
funds for the independent 
states of the former Soviet 
Union, which may be used for 
the establishment and/or sup¬ 
port of currency boards in 
those cases where the presi¬ 
dent determines that a cur¬ 


rency board would be more 
likely to achieve success in 
promoting a stable, convertible 
currency and sustained eco¬ 
nomic growth”. 

When presidents Bush and 
Yeltsin meet in Munich this 
week, we trust that currency 
boards will be on their agenda, 
and that both leaders will 
recall that the only folly con¬ 
vertible rouble this century 
was issued by a currency board 
designed by none other than 
John Maynard Keynes. 

Steve H Hanke, 

professor of applied economics, 

John Hopkins University, 

Phil Gramm, 
member, 

US Senate. Washington 


GLENROTHES 

MODERN INDUSTRIAL UNITS 
SOUTHFIELD - 10,000 sq ft 



LOCATION 

• Fast access to M90 and national motorway network. 

• Edinburgh 40 minutes; Dundee 30 minutes. 

• Located in established, modem low-density estate. 

• Pleasant, south-feting outlook. 

FEATURES 

• Modem, low profile insulated steel daddlng. 

• Prominent office frontage with tinted double-glazed 
windows. 

• Adaptable ground floor office area with option for 

production use. 

• Gas fired heating in production area. 

• Electrically operated 4 metre high production door. 


ACCOMMODATION 

• Uninterrupted production area of 720 square metres 
(7,750 sq ft). 

a Two storey, south facing office/antillary area 
of 288 square metres (3,100 sq ft). 

• Eaves height of 5JS metres. 

• Generous yard and service area to rear 

• Individual car parking. 

LEASING TERMS 

Leases are available at competitive rental levels and are 
generally of five years or more. However the 
Corporation iswilling to discuss a lease of less chan this in 
certain circumstances. Telephone nowon 0592 610714 
and ask for the Marketing Dept. 


gGLENROTHES, FIFE 

GOOD FOR BUSINESS. GREAT FOR LIFE. 



FOR FURTHER INFORMATION CALL 

0592 610714 (RAX 0592 756035) OR POST COUPON TO ^ 

MARKETING DEPT, FREEPOST, GLENROTHES DEVELOPMENT I 
CORK. BALGONIE RD„ MARKINCH. GLENROTHES. FIFE KY7 6BR. 
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'Giving construction a good name 


Germany rejects idea of 
cheap EFA compromise 


By Daniel Green in London 

GERMANY yesterday rejected 
the idea of a cheap version of the 
European Fighter Aircraft as a 
compromise between Bonn and 
London and confirmed that it 
was pulling out of the £20bn 
i.S38bn) project. 

Talks in London between Mr 
Malcolm Rifkind. the UK defence 
minister, and Mr Volker Ruhe. 
his German counterpart, left both 
sides further apart than ever. 

Mr Ruhe called on the partners 
In the EFA consortium - the 
UK. Spain and Italy - to aban¬ 
don the project and develop 
instead a smaller aircraft suited 
to post Cold war military needs. 

"The tactical requirements of 
EFA were established in 198-1. 
Everything has changed except 
the aircraft.” said Mr Ruhe. 

He said Spain had expressed 
sympathy with the German posi¬ 
tion and that France, which with¬ 
drew from the EFA project in the 
mid-1980s, could be approached to 
rejoin. 

Mr Rifkind said that to start 
again with a new aircraft “would 
be to throw away the S5bn of 
taxpayers money already spent 


on the project.” The EFA was 
necessary' because Russia and its 
military customers had "superior 
fighters to our own". 

There was some hope for com¬ 
promise because “Mr Ruhe has 
made it clear what he doesn’t 
want. We want to see what he 
does want." Mr Rifkind said. 

Disagreement in Spain about 
costs and benefits ....Page 18 

Germany said last week it 
would not be involved In the pro¬ 
duction of the aircraft, which is 
designed to come into service 
around the turn of the century. 

Details of an alternative air¬ 
craft would emerge after discus¬ 
sions between the partners and 
with technical experts. Mr RQhe 
said yesterday. 

The aircraft would not need to 
be as powerful as the EFA 
because examination of Russian- 
built MiG-29s. once part of the 
East German airforce, had shown 
them to have been overrated by 
western military experts. 

The cash saved could also be 
diverted into land-based defence 
systems against long-range mis¬ 


siles. which Mr RCLhe's advisers 
had said would be an increasing 
threat. 

Disagreements also emerged on 
the cost of the aircraft. Mr Ruhe 
said that each EFA would cost up 
to DM200m <8131raj when deliv¬ 
ered early next century. 

The UK has put a £45m price 
tag on each aircraft, including 
the cost of spares and other 
ground support incurred during 
an aircraft's life. 

German officials argued that 
further savings promised by the 
UK would could reduce the EFA’s 
price by only 5-8 per cent They 
were seeking savings of nearer 40 
per cent. 

Furthermore, savings had 
already been made by removing 
some of the aircraft's sophisti¬ 
cated electronics, which would 
leave It Ineffective, argued Mr 
Ruhe. 

The question of price is central 
to the debate between the UK 
and Germany over whether there 
is an alternative to the EFA. 
France's smaller Rafale fighter 
would cost about £50m each and 
the US Lockheed F-22, equipped 
with the latest “stealth" technol¬ 
ogy. about £75m. 



French riot police clear away a lorry drivers’ blockade on the main Paris-LiUe autoroute 

French riot police dismantle road blocks 


Continued from Page 1 

the protests had been strongest, 
including the Mediterranean 
coast and Rhone Alpes. The 
Patronat warned that if the dis¬ 
pute continued, many companies 
could face cash flow problems. 

Neighbouring countries have 
also felt the effects of the dispute. 
The British arm of Peugeot 
resnraed production yesterday 
after being left temporarily short 
of components, but the Confeder¬ 
ation of British Industry said 
many more companies would be 
affected if the dispute continued. 

German industry has so far 
taken the inconvenience in its 
stride. But Volkswagen chartered 
a transport aircraft to carry parts 
to its Spanish car plant. 

It appeared yesterday evening 
that the Socialist government 


was beginning to master the 
most serious threat to public 
order since Mr Pierre Beregovoy 
became prime minister three 
months ago. However. It was 
unclear how long the improve¬ 
ment would last, given protes¬ 
tors’ skill in forming new blocks 
quickly after being dispersed. 

Police relied on a show of force 
which appears to have persuaded 
many to drive away. Truckers 
have also been discouraged by a 
government campaign to confis¬ 
cate the ringleaders' licences. 

One of the first roadblocks to 
go was on the northern Ai Faris- 
Lille motorway, the main artery 
to central France from the Chan¬ 
nel ports, Belgium and the 
Netherlands. An armoured trac¬ 
tor towed away a truck at the 
head of the queue. After that 
the remaining protesters 


drove off. sounding their horns. 

One driver said: ’That's it. We 
are off. They are not going to 
bust our working tools," when a 
policeman smashed the window 
of his truck to reach the brake. 

However, roadblocks appeared 
to be spreading in Normandy, 
around the towns of Caen and an 
Alenoon. The truckers also con¬ 
tinued to seal off petrol depots in 
the Paris and Rouen areas. 

By yesterday morning rail traf¬ 
fic had returned to normal 
between Marseilles and Lyons, 
after travellers were held up over 
the weekend by rail blocks 
imposed by farmers protesting 
that truckers had prevented 
deliveries. 

The government brought for¬ 
ward talks with employers and 
unions yesterday, after a break¬ 
down in negotiations last week. 


HK airport talks break down 


By Simon Holberton 
in Hong Kong 

THE Chinese government has 
ensured Mr Chris Patten. Hong 
Kong's new governor, an early 
trial of wills by failing to agree 
with Britain on terms for financ¬ 
ing the colony's multi-billion dol¬ 
lar airport. 

High-level A rigid-Chinese talks 
in Beijing broke up yesterday 
without reaching agreement, just 
three days before Mr Patten 
arrives in the colony. Although 
the airport is not due for comple¬ 
tion until the colony is handed 
over to China In June 1997, Hong 
Kong government officials 
believe the further delays in the 
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financing will make that deadline 
impossible. 

Tenders for levelling and 
extending the island on which 
the airport is to be built have 
already closed but the authorities 
are unable to award the contract 
until China approves the financ¬ 
ing terms for the whole project. 

The failure of the talks - 
agreed by the prime ministers of 
the two countries at the Earth 
Summit last month In Rio de 
Janeiro - heightened suspicion 
in Hong Kong of a linkage by the 
Chinese of the airport's funding 
with political developments in 
the colony and a desire to see 
how Mr Patten, who arrives on 
Thursday, conducts himself. 
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The two sides have decided on 
further talks, possibly next week, 
by members of the joint 
Anglo-Chinese airport commit¬ 
tee. 

In Beijing. Li Peng, the Chinese 
prime minister, was given a let¬ 
ter from Mr John Major, the 
prime minister, urging China to 
approve the financing without 
delay. 

China’s concerns are believed 
to centre on the escalating costs 
of the HKS175-3bn (822.7bn) air¬ 
port and related projects and the 
financial guarantees the Hong 
Kong government has made 
available to the two main public 
authorities responsible for con¬ 
struction of the projects. 
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lata says 
airlines 
likely to 
lose $2bn 
this year 

By Paul Betts, Aerospace 
Correspondent, in Geneva 

THE AIRLINE industry will lose 
about $2bn this year on interna¬ 
tional scheduled services because 
too many aircraft are flying In a 
generally sluggish airline mar¬ 
ket. according to the latest esti¬ 
mates of the International Air 
Transport Association, the 
Geneva trade organisation group¬ 
ing more than 200 airlines. 

Traffic is showing signs of 
recovery, but not as quickly as 
the industry had hoped. Euro¬ 
pean traffic appears to have been 
hit hardest and has failed to 
show a strong rebound. Officials 
said yesterday that without a 
sharp tumround in economic 
activity in the second half of this 
year, the industry would show 
another big loss. 

Mr Gunter Eser, Iata's director- 
general, said airlines had lost a 
record $4.7bn on international 
services in 1991 after losing 
$2.7bn in 1990. He urged airlines 
to cut capacity to match demand 
and to adopt a more entrepre¬ 
neurial approach. 

“If airlines want to survive in 
the longer term, they must 
behave like any other industry 
and stop losing money by flying 
empty seats," he added. 

Airlines continue to maintain 
high capacity to protect their 
market shares in the hope of a 
fixture recovery in traffic. But 
continuing losses are expected to 
squeeze the financially weaker 
carriers, leading to more bank¬ 
ruptcies and further consolida¬ 
tion in the industry. 

lata figures show that airline 
operating revenues last year on 
international services totalled 
S9l.7bn while expenses amounted 
to 892.3hn. resulting in a $600m 
operating loss. Airlines also faced 
net interest charges of $3.4bn last 
year, swelling the total loss to 
$47bn in 199 L 

“This was the worst result in 
the history of aviation and the 
best thing that can be said about 
1991 is that it is over," said Mr 
Tom Murphy, Iata’s director of 
traffic and financial services. 

He added that airlines would 
have had to charge an average of 
$15 more for each ticket sold to 
break even last ye3r. 

The industry shed nearly 50,000 
jobs last year with employment 
falling by 3.4 per cent to 1.45m at 
lata member airlines. 

Another significant problem is 
dissatisfaction of business travel¬ 
lers at the widening price gap 
between discounted fares and 
premium business and first-class 
fares, and at increasingly 
crowded and uncomfortable air¬ 
ports. 


Russian cuts 

Continued from Page l 


$lbn in August. 

The second step, on which 
talks will begin this month, is to 
reach agreement on a full IMF 
standby programme this autumn. 
This would unblock further Fund 
resources and western credits for 
Russia. 

Mr Camdessus said this second 
phase should be finalised by 
October. It would depend on an 
agreement on future co-operation 
in the rouble zone, and “clean i 
arrangements" for all those for¬ 
mer Soviet republics wishing to 
leave the zone. I 

The third stage relates to a 
$6bn fund to stabilise the rouble 
as part of plans to turn it into a 
partially convertible currency. 

Mr Shokhin said Russia would 
only be ready to take receipt of 
this fund at the end of the year 
or the beginning of 1993. "We 
know quite well we are not yet 
ready for stabilisation", he said. 

A western official said yester¬ 
day that the Russian govern¬ 
ment's main problem would be to 
make progress on the budget def¬ 
icit given pressure from parlia¬ 
ment to cut taxes and increase 
spending. 

Mr Shokhin said that if the 
government was to meet the 5 
per cent budget deficit target, it 
could only afford to pay $2 .5bn to 
S3bn this year in debt repay¬ 
ments rather than the $8.4bn it 
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THE LEX COLUMN 


Sterling in a bind 


The trouble with disappointed 
expectations in financial markets is 
that the mood can simply end up 
worse. Thus, the FT-SE not only ended 
up 7 points lower yesterday than it 
was before Friday’s misplaced excite¬ 
ment on base rates. Equally worrying 
was the exceptionally low volume. The 
authorities' limited room for manoeu¬ 
vre must now be crystal clear. There 
is little scope for rate cuts while Maas¬ 
tricht doubts persist and Germany 
refuses to relax its policy. Even after 
the Bundesbank does eventually act, 
the UK may be more constrained than 
many now suppose. 

The differential between UK base 
rates and the German Lombard rate 
has already narrowed by a full per¬ 
centage point since December. It may 
need to widen again once Germany; 
does start to cut The UK could use 
that opportunity to move, to narrow 
bands within the ERM, though it 
could still scarcely cut rates faster 
than the Bundesbank. There is little 
evidence to suggest a lower Lombard 
rate soon, or that German relaxation 
will be aggressive when it comes. 
Expectations for the UK economy, 
which have already been lowered fbr 
1992, need to be reduced for 1993 too. 

The temptation is to assume that 
the UK government cannot wait much 
longer for recovery. It would need an 
excuse, though, like the collapse of 
Maastricht or an Italian realignment, 
to justify devaluation. Italy’s rate 
increase over the weekend suggests 
the latter is unlikely in the short run, 
but forward markets are discounting a_ 
lira devaluation in little more than 
three months. While such uncertain¬ 
ties are in the air, pressure on sterling 
could unsettle the gilts market as well 

| Asda 

The steadiness of the Asda share price 
yesterday in the face of Write-offs 
totalling £452m is a tribute to the mar¬ 
ket's faith in the new chief executive. 
In other respects, shareholders have 
plenty to complain about. The £350m 
they stumped, up in rights money has 
been more than cancelled out, leaving 
asset value lower than a year ago. The 
dividend promise at the time of the 
issue has been kept but only for the 
year in question. This year the pay¬ 
ment will be cut by perhaps a third, 
with no guarantee of frill restoration 
In 1993-94. 

It is hard to escape the sense that 
Asda is still living close to the wire. 
Net tangible asset value after the 
write-downs exceeded the limit set. by 



Asda's hanking covenants by only 
£30m or so. Interest cover was under 
22 times, the covenanted Uniit being 
2.0. This year the pressure should • 
ease, if only because of the £73m of. 
cash from the MFI flotation and the. 
fact that the rights issue money will. 
be in for the fiill year. But the projec¬ 
tion of cash neutrality for the year 
must be viewed in the context of mur¬ 
derously competitive expansion,from' 
such as Sainsbury and Tesco, which- ; 
Asda reckons will cost it some £2S0m 
In sales. .-- • •• 

Assuming pre-tax profits of £100m 
this year against last year’s pre-excep- . 
tlonal figure of E86m - the improve- . 
meat being due wholly to lower inter- ■' 
est charges, and loss' elimination at 
Allied Maples - the multiple at yes¬ 
terday’s 29.5p is over 10 and the yield 
perhaps &3 per cent. Given that next . 
year is going to be tough as well, that 
scarcely seems enough to compensate, 
fbr the risks; 

S&N 

It may be as much a matter of luck as 
judgement, but Scottish & Newcastle 
is well positioned in. the.beer market 
rts strength in Scotland and the north 
of England leaves it less affected by 
the recession than southern brewers 
like Whitbread. It has had fewer prob¬ 
lems than most in complying with 
Government mandated changes in the 
brewing-industry. A strong position. In 
the free trade arid emphasis on pre¬ 
mium brands confined its volume fall. 
to 1 per cent in 1991-92, compared with 
an overall market drop of 5 per cent 
StiD, S&N has barely outperformed . 
the sector over the past year. Part of 
the reason may be that a strong per¬ 


formance - annual operating profits 
grew by 6 per cent - was already in. 
the price. A historic multiple of nearly 
13 puts S&N on a higher rating than : 
either or Whitbread. Then again,: 
S&N arguably lacks the critical mass 
to enjoy a secure position in the big 
league, while Bass can probably still 
wring more margin from efficiency 
gains. 

. If the drinking population has 
become more discerning with age, it is 
ffl qn drinking less. That sets a limit on 
the benefits S&N can reap from a con¬ 
sumer switch to premium brands. 
Without the leisure division, operating 
profits would -have grown by a mere 3 
per cent. But its Center Parcs are both 
expensive to develop and vulnerable to 
any slowdown in northern Europe 
prompted by the. German monetary 
squeeze. The trouble with S&N is that 
it fails between two stools; It is not 
quite a growth stock, but it-is not:& 
cyclical one either. ■ " ~ 

■ Tiphook 

.The bears have long had it in fbr 
Tiphook, but the daws must have 
'been specially sharpened for yestejv: 
day's-fiill year figures. What other 
company could have hoisted the year’s 
dividend by a quarter - rather better 
than the best expectations - and then 
watched its shares Fall 15 per cent? 

Tiphook. it has to be said, provided 
a certain, amount of ammunition for 
the sceptics. Stated pre-tax profits of 
£86.4m were £10m below the most opti¬ 
mistic forecasts, though the disap¬ 
pointment was rather less for those 
prepared to. strip out exceptionals. 
Tiphook’s reporting is now more open, 
but the market may have been the 
more miffed that best hopes were 
missed given the scope for using the 
Sea Container provisions set up two 
years ago. The outlook for the contain¬ 
ers division, moreover, suddenly looks 
rather less certain. No doubt Tiphook 
can do better in future than last year's 
2.8 per cent return on capital 
employed in trailers - if not It should 
get out of the business - but a 34 per 
cent return from containers hardly 
seems sustainable. At best the activity 
will pause for breath, at worst it may 
be going ex-growth. 

But the balance sheet is hardly 
stretched, given the nature of the busi¬ 
ness, while the big dip in capital 
spending this year will do wonders for 
gearing. The shares hardly deserve the 
ignominy of a 5.2 times forward earn¬ 
ings multiple, or a prospective yield as 
high as 8^ per cent 




“Looks os if our esteemed tjjxajcnoe director 
has nusrjudgied the downside risk 
of his Sunday lunchtime barbecue again? 

Thera may be some risks even Charterhouse's Capital Markets division can’t help you to 
. manage, but they're not the finjEmdaiones. : 

To find out more about our unusually practical approach call Iain Houston on 071-248 4060 l 
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Evangelist irt thelOp C ••.'ajg 

If Mr Peter van^uyhenburg^. the new preskkir 
and chief ope rati rig . officer of Next Computet ": 
harbours any resentment about bdlngiras&el^ 
over for the top job.at Cable,and Wlrefes,^»rj 
UK telecommunications company, he rndes tt^ 
well.. His enthusiasm for his new : 

ihnovativecompufer venture establish^fJby ■; j-"' 
Apple Computers founder Mr SteVe. Jofopjor-; ^ 
ders on the evangelical. Page 24 ■ 

: :• 

Tiphook rise 22% to 


■ W BT .....jS Mexfcanos (Cemex),; 
-JteJh America and Mexico's larg- 
foment producer, is expected 
-fi^Iaafoch a $1.7bn takeovOr for 
; ^dp’s biggest producer,' Valen- 
c^a de Cemeritos, today in Mad- 
Srii-'S^erday it acquired nearly 
!25per cezit of the company. : 
JtWEhe.'fod. which would ; be .the- 
"itcgest takeover seen iafipafr, 
‘wfl 'DBlp Cemex to challenge 
^directly Holderbank, of Switzer- 


' land, the world’s leading cement 
. producer, and Cemex's main rival 
in the North' American market 
According to sources at the Span¬ 
ishstock market commission, the 
bid for 100 per cent of Valemdana 
will be made at PtalS.000 ($157) a 
share. Vaiendaria’s stock closed 
yesterday at Ptal4,fi00. 

- The Cemex bid represents a 
significan t reversal of investment 
in the international ' c fl u yn* busi¬ 
ness, which during the 1980s was 
characterised by heavy European 
investment in the North Ameri¬ 


can market. 

Cemex yesterday bought 24.9 
per cent of Valenciana directly 
from tbe Sp anis h company. This 
was Treasury stock held by the 
company which bas been sup¬ 
porting its share price as cement 
shares have weakened because of 
a sharp slowdown in the con¬ 
struction activity. At the price of 
the bid, this stake would be 
worth 5425m. 

Cemex is one of Mexico's larg¬ 
est industrial companies, with 
sales last year of 5,300bn pesos 


($1.76tm). and profits of l.4000bn 
pesos. It produces 22m tonnes of 
cement a year, the fourth highest 
cement producer in tbe world. 
During the past few years it has 
disposed of its non-cement hold¬ 
ings, and used the proceeds to 
make itself more competitive in 
the domestic and international 
cement market 

In 1989 Cemex acquired Empre- 
sas Tolteca de Mexico, then the 
second largest cement company 
in Mexico, for S663m, giving it 65 
per cent of the Mexican market 


Cemex also owns more than 50 
ready-mix plants in southern US. 
In 1989, Cemex was the largest 
exporter to tbe US, but in 1990 a 
successful anti-dumping case was 
brought against it bringing an 
abrupt end to its exports. 

Valenciana is Spam’s largest 
cement company, with produc¬ 
tion at about 6m tonnes, and 17 
per cent of the market, the sec¬ 
ond largest in Europe after 
Italy's. 

Turkey to privatise cement 
companies, Page 25 


Peter Bruce outlines the problems of Kuwait’s international investment arm 
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Tiphook, the UK freight container anertriuter: •• 
leasing group, yesterday announced a pre-tax ' 
profits rise of 22.7 per cent io-£88;4m.(g165m) ‘ 
in the year to April 3D. City of ttondoh-anatysts; 
had expected profits closer to £100m and cut 
forecasts for this year by about £10m to £95m. 
Mr Robert Montague - (above).- executive chair¬ 
man, said the company weathered-recession lit 
the UK and other major markets well. Page 27 


Predators fail to pounce 


With, the UK construction industry, oeeply mired 
in recession, one' would expect cwj^less FVjed^ 
a toes ready to pounce on the weak and. defers 
celess. But now even likely predators are 
selling off peripheral businesses jn a bid to 
raise cash.and_ reduce borrowings. Pagers' . 

Brazilian prospecting Ml :{'< 

Brazilian investment In mineral research and : 
prospecting may reach only S40m this yea/;" • 
one-third of what was spent in’. 1988. Page 30 : 

Bridgestone, forecasts - faff \; “ 

Bridgestone, the Japanese tyre and sports 
goods company, has forecast a 27 per centfalV ' 
in pre-tax profit for the six months ended June ' 
1992; reflecting the downturn in toe domestic 
car industry. Page 25-. 


;.T llhe Kuwait Investment 
I.. Office (HO) had ireputa- 
;"JL" tion as a powerful, secre- 
", five, and astute investor.until the 
fcaqi invasion, of Kuwait Nbw,as 
• it struggles to solve tbe inubtems 
•'.(&■ Ercros,. its loss-making" Span- 
;' ish’ chemicals. company, it is also 

- suitering from poor morale at its - 
" London headquarters and a rap- . 

- Wly shrinking portfolio. - ; 

KIO sources inside and.biitside' 

.; the group say that, since the 
invasion hi August 1990,:its 
worldwide investment portfolio 
has shrunk by more than 50 per 
cent-.it once stood at-about 
$l00hn .(£52bn) - as the KIO has 
. :been forced to help to cover the 
costs of the war. At one stage 
shortly after the war, the KIO 
wiaactually paying most of the 
salaries in the Kuwaiti govem- 
ment... , -,/ r "... --- 

Employees are conremed that 
. BIO'S' reputation as a* quick, 
aggressiye,investor is fast befog 
: bled away under a new manage- 
i. : . stent that is promoting inexperl- 
■. encedKuwaitis over tong-serving . 

- UK at its Limdon headquar- 

■ tens. %ritisli employees were ear- . 

Her tmS y^ir phid lowm* bmiuses 
:>'for tiieir .dferts;.dncfogithe Gulf 
war than thmf Kuwaiti" col-. 


$60m more-had they waited.” 

The KIO had accumulated 
immense international influence 
by the time of tbe invasion. It 
once held more than 20 per. cent 
- of BP, though it was forced to cut 
this back. In- addition to Midland 
in the UK. it had fog holdings in 
Hogg Robinson,-. Henry' Ans- 
bacfcer and Tripiex Lloyd. It bas 
.big hoMings* in Daimler-Benz, 
" Metallgesellschaft, Hoechst, Fiat 
and'Paribas:' 

'• It was to Spain with a young 
Catalan banker, Mr Javier de la 
Rosa, that KIO made its single 
biggest economic impact. Its 
Spanish assets, built up since 
1964. are worth between }3bn and 
$7bn. It owns Spain's biggest 
f-hpmif^ig company, Ercros, its 
biggest paper producer, Torres 
Papel, ite richest foods, group, 
Ebro, mid controls one of its hug¬ 
est property companies, Prima. 

The future of all of those busi¬ 
nesses has now been thrown into 
.doubt by BIO'S decision last week 
to’force Ercros - with 10,500 
employees and debts of &5bn — 
to seek protection from its credi¬ 
tors. ' 
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Financial aftershocks of Iraq's invasion of Kuwait still reverberate 


M r de la Rosa- has 
severed his links with 
KIO and its Spanish 
holding-contoany, Torres, and the 
new management at KIO, know¬ 
ing tittle about Spain, may have 
ruffled years of carefully con¬ 
structed financial relationships 
by refusing to pump more money 
into Ercros and foriring its bank¬ 
ers to go to the courts for their 
money. 

TOie banks are angry and, with 
the' Spanish economy in deep 
trouble, so is the government 
Ercrps’s problems stem from its 
rilinqus. fertiliser businesses, 
which have fouled to fight off a 


’ Mr Ah Raschid al-Bader. the 
hew;’president,: a. bafokerwith, 

: long., experience of the Highly ■ 

- bureaucratic -state sector - in. 
Kuwait, wiD .not discuss group 
strategy. He bewfldered thfi CSty.. 
etolier ‘this year. However, by; 
Bti^ing most of the KIO’s 105-per 

. cent .stake to Midland Bank, after 
Hoh^kbhg and fflwng hai Bank " 

- firsthld for it. - : 

; takeover could not. have 
happened' without KIO's con¬ 
sent* says a former, KlO officiaL 
^They could have /made up to,.. 


dramatic rise in imports in the 
last two years. Some of the blame 
lies with a former president who 
incorporated the state’s fertiliser 
company into Ercros in 1990 hut 
never followed through with a 
rationalisation programme. 

By the time the Iraqis invaded 
Kuwait, it. was too late for KZO to 
take ' the necessary action. 
Kuwait was lobbying for Spanish 
support for the liberation of its 
territory and could not sack thou¬ 
sands of Spanish workers at the 
same time. “In a way", says one 
former KIO official, “while we 
paid far US, French and UK sup¬ 
port for the war with cash, we 
paid Spain by employing people 
we did not need at Ercros." 

Ercros may be a symptom of a 
deeper malaise at KIO. Tbe new 
management views its Spanish 
portfolio as an ugly inheritance. 
Technically, as Torres claims to 
own only 39 per cent of Ercros, 
KIO Is only an investor and not 
liable for its debts. 


That fits neatly with the KIO's 
new view that its global vocation 
is as a more passive investor, but 
It raises questions about the 
future of its other Spanish com¬ 
panies. Its treatment of Ercros - 
some of whose creditors will have 
their loans guaranteed by the 
state or by Torras - bas 
depressed shares of Ebro and 
Prima. Banco Santander, heavily 
exposed to Tbrras, is said to be 
pressing for guarantees of repay¬ 
ment. 

“If tbe KIO starts running 
down its Spanish businesses in 
public it will become a self-fulfill¬ 
ing prophecy," says a Madrid 
analyst “It will become impossi¬ 
ble to sell off Ercros without a 
massive injection of funds." 

KIO's problem is that it is the 
public face of Kuwait in Interna¬ 
tional capital markets, and its 
credibility as a borrower may be 
at stake in Ercros. 

It administers a S5.5bn loan to 
help rebuild Kuwait Torras also 


has a convertible bond, worth 
some SiOOm outstanding which, if 
banks come to view the Ercros 
filing as a default, could be 
threatened. 

“Ercros will definitely reflect 
on their credibility in the mar¬ 
kets," says an analyst in Madrid. 
This year Kuwait will earn about 
S3bn from oil, while its budget 
for 1992 is worth S15bn. The defi¬ 
cit will have to be financed by 
borrowing or disposals by KIO, 
which does not admit that it is 
selling assets and has never 
recognised the scale of disposals 
it has had to make since the war. 

“Our problem is that we have 
Imported Kuwait into London 
headquarters", says a former KIO 
official, “and the office is much 
more bureaucratic and not able 
to deal quickly the way it used 
to. Tbe effects of the Ercros deci¬ 
sion may show that perceptions 
are much more important than 
the legality of what we are 
doing." 


Siemens 
forecasts 
8% rise 
in profits 

By Andrew Fisher In Dresden 

SIEMENS is on target for an 8 
per cent rise in net profits to at 
least DMl.9bn ($1.2bn) this 
financial year, but is feeling the 
impact of weak economic growth 
to important markets, said Mr 
Karl-Hermann Baumann, finance 
director. 

Around half of the German 
electrical and electronics group’s 
earnings for the financial year to 
September 30,1992, would again 
come from financial profits on 
large holdings of cash and secu¬ 
rities, he said. 

Operating profits of Siemens' 
industrial activities showed dif¬ 
ferent trends, with some produc¬ 
ing losses and others benefiting 
from a healthy order inflow. 

Mr Baumann declined to fore¬ 
cast the operating profits trend 
for the fUll year - in 1990-1991 
lower operating profits were 
more than offset by higher finan¬ 
cial earnings - saying that 
while some areas such as tele¬ 
communications were making 
higher profits, semiconductors, 
computers and the US businesses 
were in the red. 

fle said losses at Siemens 
Nixdorf Informationssysteme 
(SNI), formed by the acquisition 
of the ailing Nixdorf computers, 
were coming down more slowly 
than hoped. Semiconductors 
would show a higher loss 
because of the weak trend in the 
industry. In tbe US, losses would 
be higher, due to the slow recov¬ 
ery from recession there. 

The German economy was also 
feeling the impact of weakness 
in foreign markets. But Mr Kar¬ 
lheinz Kaske, chief executive, 
said there had been “a surge of 
business” from east Germany for 
modernisation of the infrastruc¬ 
ture. However, Siemens' world¬ 
wide labour force of 415,000 peo¬ 
ple would tend to decline in the 
face of poorer orders in some sec¬ 
tors. 

Siemens has already reported 
an 8 per cent rise to DM659m in 
earnings for the first six months. 
Mr Kaske, who will be succeeded 
on his retirement in October by 
Mr Heinrich von Pierer, said Sie¬ 
mens's rail, automation, car elec¬ 
tronics, telecommunications, 
power generation and medical 
technology activities were all 
performing well. 

New orders rose 5 per cent in 
the first eight months to 
DH57bn, with turnover up 7 per 
cent to DM48bn. Mr Kaske fore¬ 
cast that turnover would show a 
gain of 8 per cent to DM80bn for 
the full year, with new orders 4 
per cent higher at DM86bn. 


Asda in annual loss after 
£451 exceptional charge 


1 This announcement appears as a mailer of record only ' 


' By John Thornhill in London^ 

ASDA, the LeedsHased grocery 
chain, yesterday made ah except 
tiohal charge of £45L6m (686S.4m) 
a$ it. announced its annual 
'results; 

■ The huge exceptional charge - 
combined with a .31 per -cent 
reduction: in operating'profits to 
£180m - resulted in a £36&8m 
pre-tax loss, compared : with a 
£l683m profit the' year before. 

The writedowns at the UK's 
fourth biggest grocery chain had 
been well trailed and - Asda's 
share price barely flinched yes¬ 
terday; dosing down at 29%p. 

Mr Archie Norman, chief exec¬ 
utive, said: “We were determined 
to' restore credibility to the bal¬ 
ance sheet and to move forward 
from a prudent arid realistic 


Asda wrote off £31&9m on its 


property and fixed assets. The 
company said it had adopted a 
highly- prudent policy of reval¬ 
uing its superstores on an open- 
market basis rather than at origi¬ 
nal cost, as is the practice at 
most (rthergrocery drains. 

Asda also swallowed excep¬ 
tional charges of £72-8m at Asda 
and £29.7m at its Allied Maples 
furnishings subsidiary relating to 
rationalisation of those busi¬ 
nesses. A further write-off of 
£3012m resulted from -central dis¬ 
tribution start-up costa and last 
year’s financial restructuring. 

- Asda's group turnover grew 
marginally from £4,47bn to 
£4J>3bn in the year to May 2. 

- Sales at Asda's 200 superstores 
were 4 par cent higher at £4J511m 
but its operating profits slid 26 
per cent to £ 185.6m as a result of 
higher operating costs and pro¬ 
motional spending and a tighten¬ 


ing of margins from price cuts to 
restore competitive edge. 

Losses per share amounted to 
18.4Xp (earnings of 8.66p) and 
Asda announced a final dividend 
of 0.85p - as indicated at the 
time of last year's emergency 
£357m rights issue - m al ti ng a 
total payout of 2.1p (4$p). 

The company hinted however 
at a future cut in dividend, warn¬ 
ing that any payout would have 
to be covered twice by earnings. 

During the past year, Asda 
said, its sales volumes were 
-“marginally positive" but after 
stripping out food inflation of 4 to 
5 per cent they showed a signifi¬ 
cant slippage. Mr Norman said: 
“Following the election there was 
a recovery in confidence and 
spending. But in the last two to 
three weeks that seems to have 
slowed up a little bit" 
Background, Page 27 
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Union Discount shares fall on warning 


Lead Managed by 


By Peggy HoHinger In London' 

SHAKES in Union Discount, one 
of the City of London's leading 
discount houses, plunged, from 
135p to S4p yesterday Mowing a 
warning that interim '.results 
would reveal a pre-tax loss of 
about £L5m (S29m). 

TJnion, which traded at 445p-12 
months ago. also said it- would 
pq.cc the interim dividend and 
review the final payout 

Mr George Blnnden, who .was 
appointed chief executive on 
June 1 following the departure of 
Mr Graeme Gilchrist in February, 
said : it was unlikely that the 
group would make a profit in the 
fuU year. 

He said he was determined “to 
clear out the stables’* so share¬ 
holders “don't get any more bad 
news", ' 

The warning was accompanied 


by an announcement on the sale 
of part of .Union's dental equip- 
. ment leasing business, Herald 
Financial Services, for £18]2m 
cash. 

~ Yesterdny's statement was seen 
as a further blow to the group's 
hard 'pressed money market 
operations. Last year Union 
annmintwi its 'first loss on dis¬ 
counting operations in 29 years. 

The- chief executive said the 
discount house had an “exces¬ 
sive” cost base in relation to its 
reduced capital base. Steps had 
been taken, however, and further 
redundancies were expected. 

The City of London was 
shocked at the warning and news 
of more provisions on the Sabre 
Leasing office equipment busi¬ 
ness. 

“It is fost' short of disastrous,” 
said BAs Karen Bennett of BZW- 
“Herald was the only saleable 


asset they had left. The longer 
the recession continues, the more 
pain Sabre is going to inflict.'' 

. Union fell into the red in 1991 
with a £23.6m pre-tax loss. Sabre 
accounted for most of the £1625m 
operating deficit on leasing. 

. Mr Blunden said Union would 
«in future concentrate on its 
money ■ market and equity 
• operations, in effect reversing the 
lu-starred move into leasing 
begun in 1986. However, he 
refused to be drawn on whether 
there were any buyers for Sabre. 

Ms Bennett said BZW was fore¬ 
casting a £17m loss for the full 
year. However, there were still 
questions over the valuations of 
two properties. Mr Blunden 
refused to comment on possible 
property provisions. He was also 
unable to disclose the amount of 
provisions for Sabre because of 
reporting restrictions. 
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Hachette sells landmark Rothmans Italian groups float idea of sell-offs 

Paris building for I l rSOOm of *“* Sta,Ml *" looks at En ‘ s dedsion ,0 shares in subsidia ™ s 

o Tfllll "I /U Vl .. _■' ....v tjjkpovp.r exceedinely expensive, be says 


By Alice Rawsthom In Paris 

HACHETTE. the heavily- 
indebted French media group, 
has reached agreement to sell 
its landmark building on the 
Boulevard Saint Germain in 
Paris to the Immopar group for 
FFrSOOra (898m). 

The Saint Germain building 
has been up for sale for some 
months as part of Hachette’s 
attempts to raise capital and 
reduce Its debts. 

The group last year sold its 
Nouvelles Messageries building 
In central Paris for FFr2.78bn 
and has since sold a number of 
subsidiaries including some 
French and Spanish printing 
businesses. 

Hachette has been burdened 


by heavy debts - or around 
FFrfibn at the end of last year 
- since a period of active 
acquisitions in the late 1980s. 
Its main deals were the pur¬ 
chases of Grolier encyclopedias 

and T Hamanriis m figaginps for a 
total of FFrI.16bn. in the 
US. 

The group .was also' hit ear¬ 
lier this year by the collapse of 
La Cinq, the French television 
station of which Is was the 
controlling shareholder 
with 25 per cent of the 
equity. 

The losses on La Cinq, which 
cost Hachette FFrl.79bn last 
year alone, contributed to a net 
loss of FFrl£3bn on sales of 
FFr30.4Ibn in 199L 

Last week. Hachette 


announced that it had reached 
an agreement on compensation 
for La Cinq's creditors. The 
company is pressing ahead 
with its proposed merger with 
Matra, the defence electronics 
group chaired by Mr Jean-Luc 
Lagard&re, the flamboyant 
French businessman who also 
heads Hachette. 

Mr Lagardere is concluding 
negotiations with Northern 
Telecom, the Canadian tele* 
communications group which 
last week emerged as a 20 per 
cent shareholder in Matra's 
telecommunications division, 
to take a 5 per cent to 8 per 
cent stake in his new merged 
company. The merger Is expec¬ 
ted to be completed by the end 
of this year. 


US steel groups trim deficits 


LEADING US steelmakers 
continued to reduce their 
losses in the second quarter of 
the year, though recent diffi¬ 
culty in winning even modest 
price increases indicates their 
troubles could linger, AP-DJ 
reports from Pittsburg. 

After failed attempts to 
increase prices by up to 5 per 
cent, steelmakers are having 
trouble enforcing smaller 
increases. Mr Peter Marcus, an 
Industry analyst with PaineW- 
ebber. says the increase has 


“failed", adding: “There’s not 
going to be any price increase 
In the third quarter." 

One major producer said that 
while the increase has held, at 
least partially, for its hot-rolled 
steel, increases for the pricier 
cold-rolled steel would have to 
wait until August or later, and 
coated steel price hikes would 
not stick at alL Because of the 
fragmented nature of the steel 
industry, buyers have been 
able to keep .prices down 
despite an increase in ship¬ 


ments in the second quarter of 
about 5 per cent from the first 
quarter and 7 per cent bom a 
year ago. 

As a result, major integrated 
steelmakers - with the possi¬ 
ble ex cepti ons of USX, US Steel 
and NKK7s National Steel - 
will again record losses. Ana¬ 
lysts expect most steelmakers 
to remain In the red for the 
third quarter and not to see 
profits until the fourth 
quarter or first quarter of 
1993. 


Scottish & Newcastle advances 


By Maggie Urry In London 

SCOTTISH & Newcastle, the 
UK brewing, pubs and leisure 
group, benefited bom the tur¬ 
moil In the beer market and 
increased pre-tax profits from 
£216.8m to £221.lm ($422.9m) in 
the 53 weeks ended May 3. The 
shares rose 3p to 463p. 

Mr Brian Stewart, chief exec¬ 
utive, said the brewing side 
increased market share, 
although volumes were down 
0.6 per cent against a market 
fall of 5 per cent S&N had yet 
to see “any sustained signs of 
economic recovery" in the UK, 
he said. 

Mr Stewart said there were 
“a lot of changes going on in 
the market, which have been 
exacerbated by the [govern¬ 


ment's] beer orders". The beer 
orders forced brewers with 
more than 2,000 pubs to 
sell outlets but S&N, with 
around l,900‘pubs, was not 
affected. 

Group sales rose 8 per cent 
to £l.4Sbn, and operating prof¬ 
its rose 5.7 per cent to £239.1m. 
Operating profits from the beer 
division increased 3 per cent to 
£99m, in spite of a rise in bad 
debts from £5£m to £12.6m. Mr 
Stewart said that excluding the 
debts the division's margins 
were maintained. 

The retail side increased 
profits 3 per cent to £57m, 
helped by the inclusion of 30 
pubs acquired last October. 

Profits from selling some 
pubs dipped from £9An to 
£S-5m. Mr Stewart was confi¬ 


dent the value of the group's 
properties exceeded book 
value. 

Leisure, which includes the 
Center Parcs and Pontin’s holi¬ 
day locations, raised profits 14 
per cent to £74.6m, mainly 
because of strong growth at 
Center Parcs which achieved 
95 per cent occupancy 
rates. 

Investment income rose to 
£4_7m from £3An but interest 
payable also increased to 
£22.7m from £13 An - £7m of 
the rise came from the pur¬ 
chase of the minority of Center 
Parcs last year. Earnings per 
share rose to 36.4p from 34-lp, 
and a final dividend of 10.59p 
gives a total of 16.1p, up from 

15p. ' 
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emerges 
with 4% of 
Albatros 

By Alice Rawsthom 

ROTHMANS, the UK tobacco 
group, has emerged as a 4 per 
cent shareholder in Albatros 
Investment, the holding com¬ 
pany for BoIJore Technologie 
of France. 

The two companies plan to 
liaise in the tobacco field.. 
Rothmans is a world leader In 
the tobacco market with 
brands such as Peter Stuyves- 
ant, Cartier and DunhtlL Bol¬ 
lore, best known for its indus¬ 
trial and distribution 
activities, has cigarette inter¬ 
ests in Asia and Africa. 

Under the terms of their 
agreement, the two companies 
.will work jointly to expand 
Bollard’s tobacco activities 
into Europe. 

Rothmans is one of the 
major shareholders in Alba¬ 
tros, alongside Assurances 
Gend rales de France, the 
French insurance group, and 
IFINT, a company controlled 
by the Agnelli family of 
Italy. 


Expansion sells 
La Tribune 

EXPANSION, the French 
publishing group, has sold La 
Tribune de L'Expansion, its 
economic daily newspaper, to 
Desfosses International, 
another publisher, writes Alice 
Rawsthom. 

Desfossds will in September 
merge La Tribune with its own 
paper. La Cote. La Tribune has 
for some time hem straggling 
for circulation and advertising 
revenue in the competitive 
French market 


Bundespost set to 
shed 31,400 jobs 

DEUTSCHE Bundespost. 
Germany's postal and 
telecommunications monopoly 
which is the country’s biggest 
employer, plans to cut the 
workforce at its three 
divisions by 31,400 by 1995, 
postal authorities confirmed 
yesterday. Renter reports from 
Bonn. 


I TALY'S big state holding groups. . 

strapped for cash owing to tighter gov¬ 
ernment funding and heavy invest¬ 
ment needs, are devoting more thought 
than ever to privatisation as a way- of. 
raising money. 

Eni, the public-sector energy and chemi¬ 
cals group, has already declared plans to. 
sell off initial tranches of Agip and Snam. 
its big oil and natural gas subsidiaries, 
before the end of this year. In tlme/lhe 
stakes sold could exceed the 50 per cent 
barrier which bas so far limited every big 
Italian public-sector company’s contact' 
with the stock market. 

The income provided could be vital in 
meeting 1 the voracious financial appetites ■ 
of both Eni and IRI, Italy's biggest state 
holding company. For Eni, exploiting the 
T famphngnnatf ntiffpiri in Kazakhstan; for 
which Agip won joint rights with' British ’■ 
Gas last week, will Involve a forecast, 
investment for the two partners of j6tm 
over the next decade alone. 

In the past two years, opportunities jtor . 
self-financing have been constrained* by 
tougher conditions in many markets, 
which have curbed profits. In the case of 
the Rnj group, Agip and S nam remain 
highly profitable, with net earnings of 
Ll.lOlbn ($959m) and L635bn last year. 
However, its EniChem chemicals subsid¬ 
iary reported a 1991 loss of L742bn after 
minority interests, up almost ninefold 
from the previous year. 

Meanwhile, raising further debt has' 
became less attractive on account of the 
state groups' already very high borrowing 
levels and vertiginous financing costs. - 
With direct funding from the government 
ever tighter, the stock market has 
appeared incr easing ly alluring. 

However, privatisation remains highly 



Gabriele Cagliari:. confident listings will 
not put subsidiaries aftrisk of takeover 
contentions for a n umb er of reasons. Many 
p oliticians are still reluctant to part com¬ 
pany with assets which have, over the 
years.. provided a source of jobs and 
patronage for the' country^ leading par¬ 
ties. 

The issue of control has also been cm-’ 
dal at corporate level, with managers fear¬ 
ful of losing control over parts of their 
groups. - - 

Mr Gabriele Cagliari,. EnFs. chairman, 
says he is confident that liking Agip and 
Snam will not endanger either Eni's ulti¬ 
mate control of its subsidiaries, nor put- 
them at risk of takeover, even after the 
majority of the capital is quoted. 

.' Agip’s size means its- capitalisation 
would be; very high, making a’potential 


takeover exceedingly expensive, he says. 
Moreover the likely diffusion of Its shares 
among thousands of investors means Eni, 
which would probably retain around 40 
per cent of the equity, would be by far the 
biggest single shareholder. Ultimate con¬ 
trol could also be ensured by using a 
“golden share” as is the .ease in the UK, he 
argues. 

M r Cagliari admits that plans to 
quote Agip and Snam, which 
had sales of L10,957bn and 
Lll.479bn respectively last year, have been 
/ partly overshadowed by co n flic tin g priori- 
.vties with the government over whether 
Eni itself or the subsidiaries should be 
floated. 

A final dedsion will be taken at cabinet 
level, and could trigger a heated political 
battle between members of the governing 
- coalition. Last month, p rel i minar y mea¬ 
sures were approved for the transformer 
tion of Eni into a joint stock company as a 
first step towards a possible part-privatisa¬ 
tion. 

One compromise would be to privatise 
both Eni and some of its subsidiaries, a 
structure that will be seen later this year 
when IRI’s Finmeccanica engineering 
holding company is floated. While Mr Cag¬ 
liari agrees the model of quoting both a 
holding company and its subsidiaries is 
unattractive to Anglo-Saxon investors, he 
argues that it is more acceptable in conti¬ 
nental Europe. 

Floating Eni would be much more 
time-consuming than listing Agip and 
Snam, particularly as regards information 
requirements for foreign stock markets, he 
warns. While an Eni flotation was per 
Jesctiy possible,' it would require “much 
mare work*?. •.. . 


Boge turns 
in loss of 
DM52.7m 

BOGE, Mannesmann’s 
automotive supply unit, 
returned a 1991 group loss of 
DM52.7m (334.7m) after a loss 
of DM400,000 a year earlier, the 
group's chairman told share- - 
holders. Renter reports from 
Htorf. 

Mr Roland Meckfinger said 
that 1991 group sales slipped to 
DM732.9m from DM756.6m. The 
parent company showed a 1991 
loss of DM5L4m after a 1990 
loss of DM4.6m. Parent 
company sales dipped to 
DM629m from DM649.7m last 
year. 

The company will not be 
paying a dividend. 


COMPANY NEWS IN BRIEF 


■ Hugo Boss, the German men- 
swear, company, said its super¬ 
visory/boanl hadchosenMr- 
Peter Littmann as the new 
management board fhaim-ian 
replacing the brothers Uwe 
and Jochen Holy from March 
1993, Reuter reports from 
Stuttgart. 

Mr Littmann, a 44-year-old 
businessman with Interna- ' 
tional experience, will join the 
board on January X a state¬ 
ment from Boss said. 

The current management 
board chairman of Boss is Uwe 
Holy, while his brother Jochen 
is deputy chairman. The; 
brothers are grandsons of the- 
founder of Boss. 

■Banca Commerriale Italians 
said its merchant' banking 
unit, Ftaoomlt, has purchased 


a 10 per cent, stake with. an 
option for an additional 5 per 
> cent ^Efneiircte the export 
credit company, Reuter reports 

from Milan. 

Bd gave no further financial 
details. Soditic International 
Holdings controls Fineurop 
with a 70 per : cent 
stake.* * 

■■'.ViX-V 

■ Kansallis-Osake-Pankki 
(KOP), the Finnish bank, said 
it: submitted an offer to take 
; over all shares in Rakennus- 
toimisto A. Pucdimatka, a con-: 
straction subsidiary of Novera- 
. Yhtyipa, R«iter reports from 
1 -■-? V 

•The bank. added .that the 
. shares were securities for loans 
granted to! Novera, which on 
. Friday''said it had decided to 
file for bankruptcy. KOP said 


the takeover would be 
short-term and that it was con¬ 
tinuing talks with various par¬ 
ties on the rationalisation of 
the Finnish construction indus¬ 
try. No financial details were 
available. - 

■ Austrian Industries, the 
state holding company, a can¬ 
didate for partial privatisation, 
posted weaker results in 1991 
but held its dividend steady, 
according to its annual report, 
Renter reports from 
Vienna. 

Operating profits fell to 
Scb2Jlbn (8196m) from Sch3bn, 
while net profits slumped to 
Sch432m from Sch791m. 

Austrian Industries holds a 
72 per cent stake in OMV, the 
oil company. It has full control 
of Voest Alpine Stahl and AI 
Technologies, as well as loss- 
making metals group Austria 
MetalL 



Ameritech began as the parent of the Bell companies that 
serve the Midwest, the most information-intense area of the 
United States. Recognized as a leading communications com¬ 
pany, Ameritech is a S22 billion corporation that today brings 
its technological leadership and financial strength to all 
corners of the world. 

In addition to pioneering fiber optic and ISDN technol¬ 
ogies in the United Slates, Ameritech gave customers the 
world’s first mobile telephone network. The company now is 
behind such innovative projects as bringing cellular technology 
to Poland, acquiring the Telecom Corporation of New Zealand 
and expanding a host of international services. 

Solutions that work: The commitment to successful inno¬ 
vation has helped the company surpass S10 billion in annual 
revenues and achieve the highest return to equity of compara¬ 
ble firms. This philosophy continues to drive Ameritech 
forward, leading the world in meeting customers' needs with 
advanced technology and giving a strong total return to our 
shareowners. For a copy of our Annua! Report or related 
financial information, call Brussels, 32-2-512-0040. 
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Ameritech Development 
Ameritech Information Systems 
Ameritech International 
Ameritech Mobile Communications 
Ameritech Publishing 
Ameritech Services 
The Tigon Corporation 
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Swiss Know-how by EMS 
in Worldwide Utee 


Our teams of engineers perform highly 
specialized engineering', works Basic 
engineering, detail" engineering, inte¬ 
gral planning..They construct turn-key 
production plants and entire industrial 
complexes. Then EMS delivers the pro¬ 
cesses far manufacturing the products: 
We are specialists for the economical 


production of synthetic fiBrei We hove quality,’ dependability and customer 
built and implemented more than-250.- service.' 


plants worldwide and trained the staff. 
A large portion of the world’s polyester 
and polyamide fibres is/produced in 
these plants. 

EMS is a name you can trust. We are 


For engineering work: 

LMSJNVENTA AG 

CH-7013 Domat/Ems, Switzerland 


a Swiss Company gnd-we guarantee. Pho/ie081/36 6311, Fax 081/36 74.03 
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Mexican bank 
privatisations 
raise $12.9bn 


By Damian Fraser 
in Mexico City 

THE MEXICAN government 
has privatised Its eighteenth 
and last bank by selling 66-3 
per cent of the shares in Banco 
del Centro for 869,381m pesos 
($279m). 

The bank privatisations will 
have raised 33,665bn pesos 
(Sl2.9bn) when all payments 
are made, far more than the 
government and independent 
analysts expected. 

The average bank was sold 
for 3.06S times book value and 
14-75 historic earnings. In the 
US and Europe, banks are typi¬ 
cally sold for 2 J2 times book 
value and 14 times historic 
earnings, according to the Mex¬ 
ican F inan ce Ministry. 

The government sold 70.7 per 
cent of Banamex, the largest 
bank by assets, for 9,706bn 
pesos; 56 per cent of Bancomer, 
the second largest, for 8,559bn 
pesos; and 51 per cent of Serfin 
for 2,827bn pesos The most 
expensive bank relative to 
earnings was Banorie, which 
went for a multiple of 23.7. 

The bank sales appear to 
have been free of the corrup¬ 
tion and string-pulling that 


have plagued many develop- 
tag-country privatisations. 

However, questions were 
raised when the winning bid¬ 
der for Banco Somex pulled 
out, after bis investors, whom 
he refused to name, balked at 
the price he was to pay. The 
bank was immediately 
awarded to the second highest 
bidder. 

The privatisations have also 
been criticised for concentrat¬ 
ing wealth and power in the 
bands of a few rich Mexicans. 

Several Mexican business¬ 
men hold key interests and 
directorships in a series of 
banks to add to their already 
extensive industrial holdings. 
Rather than sell off shares in 
the banks through large public 
offerings, as El Salvador is 
doing, the Mexican govern¬ 
ment chose to auction off the 
banks to investment groups. 

These investor groups were 
usually headed by owners of 
brokerages. The banks's own¬ 
ers have for the most part 
formed financial groups, hous¬ 
ing their banks, brokerages, 
and other financial companies 
under one roof in the belief 
that this would give them com¬ 
petitive advantages. 


Monsanto forms joint 
venture in Thailand 


By Alan Friedman 
in New York 

MONSANTO, the US chemicals 
company, has formed a joint 
venture in Thailand that 
will invest SlSOm to build a 
specialty plastics manufactur¬ 
ing plant south-east of Bang¬ 
kok. 

The venture, with Premier 
Enterprise of Thailand, is 
being formed in co-operation 
with Monsanto Easel, a 50-50 
Tokyo-based plastics venture 
formed two years ago between 
Monsanto and Japan's Mitsubi¬ 
shi Kasei Polytec. 

The new Thai company - to 
be known as Monsanto Pre¬ 
mier Kasei - will be 44 per 
cent owned by Monsanto of the 


US, 30 per cent by Premier and 
26 per cent by Monsanto Easel 
of Japan. Premier is a private 
sector conglomerate In Thai¬ 
land. 

Monsanto said it expected 
the Thai plant to employee 200 
to 250 people at Map Ta Phut. 
125 miles south-east of Bang¬ 
kok, and to begin producing 
special engineering resins by 
early 1995. 

The venture is supposed to 
produce about 66,000 tonnes of 
engineering resins a year, to be 
marketed throughout south¬ 
east Asia and China. 

The main uses for the resins 
include business machine 
enclosures, refrigeration liners, 
appliances and general purpose 
moulding; 


Goodyear 
confident of 
record 
quarter 

GOODYEAR, Tire & Rubber’s 
second-quarter net income Is 
expected to be at the high end 
of analysts’ estimates of SI 325 
to SL40 pear share, according 
to Mr Stanley Gault, the 
group’s chief executive, Reuter 
reports from Ohio. 

Mr Gault added that the US 
group stood a good chance of 
posting record sales for the 
quarter and first half. 

“We are going to be in 
that range, and hopefully we 
are going to be at the upper 
end of it," he said in an 
Interview. 

“The people who have been 
in the lower range of the 
estimates will be surprised.” 

As for sales, he said: “We’re 
very hopeful we will be able to 
announce record sales for the 
quarter. And If that is 
true, and that looks positive, 
that would enable us to 
have recorded record sales for 
the first half of the year,” he 
said. 

The group’s previous 
second-quarter sales record 
was $L87bu. in 1990. It also set 
a first-half sales record in that 
year of S5.56bn. 

In last year’s second 
quarter, net income a mou n ted 
922.5m or <0.38 a share on 
sales of S2.79bn. 

Mr Gault said he expected 
the gains to continue. “We are 
having an excellent year,” he 
added. 

Asset sales and improved 
sales of replacement tyres 
were the reasons for the 
strong quarter. 

He said consumers had 
begun buying replacement 
tyres after having delayed 
replacing tyres during the 
recession. “We’re seeing the 
release of this pent up 
demand,” Mr Gault 

Goodyear will announce its 
1992 second-quarter results on 
July 26. 

Mr Gault also said Goodyear 
was holding most of a 2J> to 
5.0 per cent price Increase it 
announced in May. 

“We think a pretty good 
portion of that will stick,” he 
declared. 

He also said there was a 
good chance that Goodyear 
would seek another price hike. 


This announcement appears as a matter of record only. 


THE BANK OF NEW YORK 


is pleased to announce 
the establishment of a 


SPONSORED AMERICAN DEPOSITARY 
RECEIPT (ADR) FACILITY 


Danka Business 
Systems PLC 9 


THE 

BANK OF 
NEW 
YORK 


For further information regardingThe Bank of New fork's ADR Services, 
please contact Kenneth A Lopian in New York (212) 815-2084; or Michael 
McAuliffe in London (071) 322-6336. 



Saitama International 
(Hong Kong) Limited 

(Incorporated in Hong Kong) 


US$100,000,000 

Guaranteed Floating Rate Notes Due 1995 

Holders of Floating Rate Notes of the above issue are 
hereby notified that for the Interest Period from 7th 
February, 1992 to 7th August, 1992 the accumulated 
interest amount payable is US $265.42 per US $10,000 
nominal. 

Agent Bank 

Bank of America International Limited 


SABRE Vm 

INTERNATIONAL LIMITED 
JPY5JMWJKMWW0 
Floating Rate Secured 
Notes Doe 1993 
For Ihs 3 months period 6th July, 
1992 to 6th October, 1992 the 
Notes bear the Interact rats at 
4-625%. JPm,819 bo pay¬ 
able from 6th October. 1992 par 
JPY1,000,000 prinspd amount 
of Notes. 

Yorooichi Intematjond 
[Europe] Limited Agent Bank 
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Saaead Floating Rota Notes due US3 

Imres; R*t* as. mtansi Parted 
July 7, 1992 to Jamam 7. 1999. Manat 
Hntto psrUSttOMOONUta US3&M444. 
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Strategy for Next generation of workstations 

Alan Cane assesses the challenge facing the US computer group’s new chief executive 


I F Mr Peter van Cuytenbmg 
harbours any lingering 
resentment about being 
passed over for the top job at 
Cable & Wireless, the UK tele¬ 
communications company, be 
bides it well. 

His enthusiasm for his new 
company, Next Computer, the 
innovative computer venture 
established by Apple Comput¬ 
ers’ founder. Mr Steve Jobs, 
borders on the evangelical. 

In BCarch he took on the new¬ 
ly-created post of president and 
chief operating officer, sharing 
-the “office of the president” 
with the mercurial and abra¬ 
sive Mr Jobs. 

That the ambitious Mr van 
Cuylenburg, highly regarded 
as chief executive of C&W sub¬ 
sidiary Mercury Communica¬ 
tions should have left the com¬ 
pany after Mr James Ross was 
appointed to the position that 
he clearly craved was under¬ 
standable. But the move to 
Next a three-year-old, private¬ 
ly-held workstation manufac¬ 
turer that has failed to make 
much of a mar k in the com¬ 
puter business, was a surprise 
to many. 

He then emphasised the 
uniqueness of the opportunity: 
“Once in a lifetime ”, he 
described it That view has 
seemingly been reinforced by 
his first three months at Nexfs 
Redwood City, California, 
headquarters. 

Now he says It is odds-on 
that Next will be a billion dol¬ 
lar company within three 
years, that an initial public 
offering planned for 1993 will 
be a success, and the company 
will make a lasting impression 
on the business environment 
“It is not a question of whether 





Van Cuylenburg: enthusiasm borders on evangelical 


Next will be a success, but how 
much of a success." 

Others have still to share his 
optimism. Mr Jobs started 
Next after he left Apple follow¬ 
ing disagreements over corpo¬ 
rate policy with the chief exec¬ 
utive, Mr John Scully. 

fflg Mini was to develop an 
innovative workstation, a high- 
performance personal com¬ 
pute 1 , packed with the latest 
technology including high- 
quality stereophonic sound, 
optical disk storage and laser 
printer. 

Prospective purchasers were 
discouraged, however, by high 
prices - $ 10,000 a unit to cor¬ 


porate customers - and a 
shortage of software and non¬ 
standard features. Salea have 
been tiny. 

Last year the company 
turned over 2127m, .up from 
$30m in 1990, and “cash-flow is 
still negative”, according to Mr 
van Cuylenburg. 

But lessons have been 
learned. New, low-cost models 
were developed, software 
houses, such as Lotus Develop¬ 
ment Corporation, were 
encouraged to develop pro¬ 
grams for the new machines, 
and versions of Nexfs operat¬ 
ing software written to ran on 
other group’s computers. . 


The company has influential 
hackers. Canon, the Japanese 
company, famous for cameras 
and Zasa printers, is a share¬ 
holder. So is Mr H. Ross Perot, 
the potential US presidential 

Mr van Cuylenburg says his 
role has been to bring profes¬ 
sional management and mar- 
keting skflls to an organisation 
that has lacked both. . . 

In bis first three months he 
rewrote the business plan, 
slimmed down the manage¬ 
ment-and helped to secure a 
$55m credit Hne from Canon- 

Together with a tather $lQm 
credit ifo«* from Mr Jobs, the 
company’s largest shareholder, 
Next is-now fully-funded and 
Mr van Cuylenburg says: 
“These credit lines provide 
more than we require to fund, 
our anticipated growth, yet 
give us the flexibility to use as 
little a d ditional funding as pos¬ 
sible.” - 

Mr van Cuylenburg and Mr 
Jobs work in tandem, Mr van 
Cuylenburg' providing the 
day-to-day management of the 
business, matching growth to 
cash-flow and so an. Mr Jobs 
takes the role of visionary, 
p lanning Nexfs ^product strat¬ 
egy for the mid-1990s and 
beyond. 

* None of this, however, 
explains Mr van Cuyknburg’s 

M yciterngnt at sharing in the 

Next story. He believes the 
company is at the forefront of 
a revolution in the way . in 
winch software is developed 
for businesB applications. 

The emphasis today on re-en¬ 
gineering- business processes 
and on improving service 
Industry productivity means 
higfrqoality software has to be 


generated more rapidly, he 


Next is a leader in a novel 
method Of prog ramming called 
objectorientettari, which turns 
conventional programming 
methods on their - heads' but 
which offers the possibility of 
bonding high-quality soft ware 
quickly and cheaply. Essen¬ 
tially, it involves -the creation 
of software, modules which can 
be stored and re-used. 

The Next machines and pro¬ 
gramming software area based 
on object-orientated principles. 
Mr van Cuylenburg believes 
object-orientated- techniques 
can be used to “glue" together 
low-cost packaged software 
word processors, spreadsh ee ts 
and the like - to create elec¬ 
tronic desktops tailored to indi¬ 
vidual cus to m e rs needs. 

He paints to the example of 
large brokerage houses ' - 
some of them Nexfs customers 
- where dealers combine a 
range of different information, 
from computer files to video, to 
give them a single, picture of 
the financial world. 

Next is focusing on three 
such markets, financial ser¬ 
vices, health care and legal ser¬ 
vices, in its bid to spread.the 
message about object-orientb- 
tiom through the workstation 
market 

The leader in the workstat¬ 
ion market, however, Stm 
Microsystems, has revenues of 
more than $3bn, and major 
players include IBM and Hew¬ 
lett Packard. 

There are, therefore, tough 
hurdles to be surmounted 
before Mr van Cuylenburg wH 
know if his new orientation 
will satisfy his career objec¬ 
tives. 


US Prudential arranges $lbn Euro MTN programme 


By Tracy Corrigan 

PRUDENTIAL Funding 
Corporation, the finance sub¬ 
sidiary of Prudential Insurance 
of America, has established a 
$lbn multi-currency Euro-me- 
dtam-term note programme in 
an effort to expand its institu¬ 
tional investor base in Europe. 

The programme, arranged by 
Merrill Lynch International, 
will be used as an alternative 
to the Eurobond market, where 
the Prudential, the largest 
US insurance company, has 


been a regular borrower. 

However, the fast-growing 
Euro-medium-term note mar¬ 
ket “provides greater flexibil¬ 
ity” said Mr Martin Pfinsgraff, 
manag in g director of the Pru¬ 
dential corporate finance 
group. 

“We [win be] able to access 
smaller windows.” 

Prudential, the largest US 
insurance company, also 
increased the size of its exist¬ 
ing Euro-commercial paper 
programme from $500m to 
$Lbn. 


There is less than $30Qm out¬ 
standing on the programme. 

Last year, the .company 
raised $700m in the Eurobond 
market, mainly in Canadian 
dollars, subsequently swapping 
the proceeds into floating-rate 
US dollars; but swap opportu¬ 
nities have been on the wane, 
and the company h«« raised 
only $250m in the Euitrtxmd 
market so far this year. 

Overall, Prudential plana to 
-raise around $700m this year, 
split between the Eurobond 
and Euro-medium-term note 


markets. The Euromarket is an 
attractive source of fomting for 
Prudential, because, as - a 
mutual company/ it is not reg¬ 
istered with the US Securities 
and. Exchange Commission, 
and so cannot tap the US cor¬ 
porate bond market 
. Last year, the' company 
raised about 1400m in. the US 
MIN (medium-term note) mar¬ 
ket, hut its main source of 
funds is the US domestic com¬ 
mercial paper market, where it 
is the ntath-largest Issuer, with 
$6.6 to $7£bn. o ut s tan ding. 


“We are aiming to reduce 
[short-term borrowing] as a 
percentage of our total debt," 
said Mr Pfinsgraff 
The goal is a ratio of one 
third long-term., versus 
two-thirds short-term debt; 
the company currently • bin 
around 23 per cent long-term 
debt 

However, the shift does not 
require any • reduction in 
the total amount of short¬ 
term debt, as the company’s 
overall funding needs -are 
increasing. . v 


H A V A S 


HAVAS/COMAMG SHJUKE SWAP A SUCCESS 
KQUVTT WMMNTS CONVWT1BU THROUGH JUDT15,1992 

I- HAVAS DIVIDEND PAYMENT .. 

The General Meeting of Havas Shareholders oa June 18,1992 determined that cadi shareholder 
would be entitled to opt for payment of the dividend, amo unting to FF 8 excluding the related tax 
credit, either in cash or ta stares. 

The priceof shares issued inpayment of dividends has been setat 90% of the average opening price 
quoted for Havas shares during the 20 trading days preceding the Central Meeting of SharehoLdos, 
less the net dividend payable. The price is thus FF474 per share, compared with a inaiket price of 
FF 4962 on July 2. 

Shareholders may communicate thdr preference to their custodian banker orbroker from July 20 to 
August 10,1992, inclusive. 

The new shares will be available as of September 3,1992. 

Shareholders who have not opted to receive thrirtfivklcaids in shares or who have failed in indicate a 
preference win receive a cash payment as of August 28,1992. 

Whichever foon of payment they choose, shareholders retain the benefit of the tax credit associated 
with the dividend. 

II- HAVAS/COMAREG SHARE SWAP A SUCCESS 

2£01,418 Comarcg shares were presented for exchange under the share swap plan, represe nting 
98.82% of total shares not owned by Havas and AHM As a result, Havas and AHM today hold 

99.33% of Comaieg shares. As announced at the time this offer was made public, Havas now plans to 

make a standing offer to buy up all remaining Comareg shares prior to degating.'The share swap win 
result in the creation of 1,400,709 Havas shares. 

HI-HAVAS EQUITY WARRANTS CONVERTIBLE THROUGH JUDT 15 
In 1989 Havas raised its share capital through an issue of shares carrying equity warrants. _ 
Holders of these warrants have until July 15,1992 to exchange each one for 2JS7 Havas shares 
bearing dividends as of January 1,1992, by paying FF 1,100.This concsponds to FF 412 per share 
and compares with a market price of FF 4962 on July 2 - a figure already up 11.8% cm the 
December 3L. 1991 stock price, and 41.8 % higher than the price at the time of the 1989 issue. 
Holders whose warrants entitle them to afiaetkm of a whole share may roundtbeir position upward 
to the next whole share by making an additional cash payment Al tentatively, (bey-may opt to round 
their holdings downward to the next whole share and receive a cash payment 

V torant s that haw; not been taterclsed by July 15 wffl be deemed to haveno value and wffl no toaggr 

be listed. 

For further information, warrant holders are invited to contact their banker or broker. 

IV-RECENT DEVELOPMENTS: KEY FIGURES 

Havas revenues rose 9.4% in the first five months of1992J!>uring the same period, international sales 
climbed 253% to represent 33.9% of the total, up fonn294%mthecoucspondmgperiod of 1991. 
At the General Meeting of Shareholders. Chairman KeneDauaaercon&ined'prQiecikinstrfa 1992 
net profit, group share of FF 1,200 rmUkm, 10.8% higher than in 1991. ■ 


REPUBLIC OF POLAND 

. THE HEAD OF TEE MTNTSTRY OF PRIVATISATION 

.... INVITATION TO NEGOTIATIONS 

As part of the Gover nm e nt -of Poland's privatisations programme and in 
•eooniance with art. 23 of tbe Stare Enterprises Privatisation Act, an invitation h 
extended by the head of the Ministry of Privatisation on behalf of the Stale 
Tteasmyof the Republic of Poland w pank^pete m negotiations' concerning the 
purchase of umjmiiy block of share* buhotmore than 60% of . 

ZAKLADY PIWOWARSKTE W WARCESP. Z O.O. ’ 
(WARKA BREWERIES LTD.) 

'nwarnipany is comprised of two plans: brewery at Waxfca and Radam, both 
looted approx. 60 km south of Warsaw. The main products are lager beer and 
apple concentrate. In 1991 the company produced-and sold 553th H beer and 
3400 tons of apple concentrate. The turnover {net of sales tax) was reendod at 
356 bt PLZ or apfrox. 32m USD.. The beer of Warka is sold in the local nuclei 
tod enjoys a good reputation among the consumers. The apple concentrate is 
“rid abroad, there were 626 employed by the end of 1991, including 482 blue 

coDar'suiL. | , 

Imoeoed parties are requested to register ihdr interest with Santa Annas Bank 
A/S acting on behalf of Urn Ministry of Privuisatiaa: 


Mr. Macicj TVybucbowski 
nL MareuBcowxka 82- 
00-SI7 Wa rsa w * 

Hr 48/392101 99 
Hue 48/39210199 


Copenhagen 

Mr. KrburZonle ' 
Santa Annac Pladj 3 
1250 Copenhagen K. 
P*k 45/33-15-25-15 
Fuc 45/33-15-25-22 


M 


A memorandum containing basic informatioii about the.company b in the 
possession of ihe Bank. The: memorandum wffl be made Callable to interested 
parties upon their tignatg of acehOdeatiafiiy^ kocc. The notiSeniors of interest 
wM be recHved by MU» of July, 1992. Ministry of Privmiutioa reserves ** 
right to extend- the term or lb revoke this invitation m cveiL&r to select lire 
bidders; to enter into or to' break bir the negotiations with no financial or legal 
consequences. . ^7 


VOLKSWAGEN AG 

. Wolfshi im - 


• HAVAS 

far timber iflfo t um i uu .grftg to HAVAS‘-InvoiorRAiloar 
=Oafka-deOauile -V2200NenBywSebc. Fmcc -Amt {1)474730.00 


Wolfsburg 

Payment of Dhridsnd ;' 

- Notice is hetefay given to shareholders that foUowiha a rasnkrtkvi 
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LET YOUR PC READ THE BACK PAGES 

The prices , and statistical pages of the FT are available in computer 
readable format to provide a fast and accurate means of loading this 
data directly into your PC of other Computer system. . : 

The Electronic Data Feed (EDF) gives instant access to currcnt-andj 
historical details for shares,, managed funds, currencies and indices 
allowing you full manipulation of this valuable FT information. 

EDF is available from £40 per month. For further details contact 
FINSTAT on 071-925 2323. 


10 a dsduction of German tax at a rate 

CoiqxxjsshcwWbakxlgodw|th: 

S.G.W8fbtina&CaLtd. ' - . 

Raying Agency, 2 Rnsbuiy Avenue. London EC2M2PA . . 

tan whom appioprietft da&n forms can he obtained. 

G^^Via! be ted *t the rata of .exchange on the day of| 

Under' cer^Vxxid^ ^w^io^ residing in the United Kino. 


taxriaccor- 


and tkwriany Jhe Gfiowtedhatgertito in accordance withthat 


« « m « own ™ can oe S« against the income tax l»- 

: KNjdom- The Cot* 

party's. United Kingdom pay»B agentwBI, upon request, provide 
Sharrtoldera or theragent^^Mth the approprime forni to enable a 


V\folfsburg, Ju^ : 1992 - ' Tbe Bovd of Management 
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INTERNATIONAL COMPANIES AND CAPITAL MARKETS 


Sbarp drop in French 

■. j* ■ banks to lift 

profit predicted property 

by Bridgestone provisions 

. . By Alice Rawstftom In Paris 
By Robert Thomson in Tokyo The company lias profited 

. from, the shift towards stmfless FRENCH hanks face another 
BRIDGESTONE, the Japanese tyres for Trinterdriving and round of high provisions this 
tyre and sports goods com- "expects that prodraction of this year because of the precarions 
pany, has forecast a 27 per cent model, vft h$rease : later this state of the property market, 
Gall hi pre-tax profit to Y27bn year/ But the: most serious according to the. Association 
(S216m) for the six months to problem -remains, the. -weak Francaise des Basques.. 

June 1992, reflecting the down- ^domestfcdemand for new cars, Mr Dominique Chatillon, 
turn In the domestic car indns- . which hats- also hurt demand chairman of the AFB, warned 
try. for its Rubber , qbmpitmeats for the French banks in a paper 

The company also revised themotor industry. published yesterday that the 

downwards its forecast foe full- Undl June* new car : registra- provisions made for 1991 were 

year, profits from Y73bn to tkras had &Hen in Japan for 13 “Insufficient" and that they 
Y70bn as it and most other ccmsecuttve months. and parts were likely to have to make 
manufacturers are accepting, suppliers.are hoping that a 0.5 further substantial write-offs 
that the hoped-for recovery of per emit i nc r eas e . last month is this year, 
the Japanese economy isfitely an. indicatiQh.that .demand' wiQ Hie mafai problems, said Mr 

to be delayed until at least late strengthen in coming months. Chatillon, were the high rate 
in the year. Birt signs ; ai» ttiat recovery of business failures - a 

Sales for the first half are y^U-be.tiowaiidiBOSt.J^aBese situation that some observers 
expected to total Y340bn, down companies are likely ,to be suspect could be aggravated 
from an earlier estimate of forced: to announce downward by the disruption caused 
Y355bn and from the Y348tm profit revisions.-as predictions by the c u rr ent lorry drivers’ 
reported last year, with sales of had been founded.op especta- dispute - -and the weak 
car and truck tyres falling in .tions of a' quick recovery. . state of the property sec¬ 
line with production cutbacks Mr Yasuishi MIezm,. the Bank ter. 

by Japanese manufacturers. of Japan governor, yesterday France’s prop erty market. 
Domestic demand for sports said the economy was stOl in particularly in Paris, has been 
goods, in particular, golf clubs . ah ^adjustment phase* . sug- weak for the past, two years, 
and tennis equipment, has geating that even-the generally Mr ChatQlon said there were 
slowed, and export warnings optimistic central bank was signs of a “very slight 
have been bruised by the reassessing its forecasts for an improvement” in the residen- 
recent appreciation of the yen. upturn. : ttal sector, bnt commercial 

——:-^—=—:-;--- : - property was still in the dol- 

. _ .■ ^ ^ dranuL 

Turkey to privatise 

- - . sector and a number of them, 

11 cement companies .sfftsgsrjzrzz 

.. . - forced, to make large provi- 

By John Murray Brawn vately-owned •: company, are sums on pnperty losses 

In Ankara also expected to make an ofGer, year. 

together .with,Sabanci, Tur- The weak state of the prop- 
TUBKEY’S privatisation key’s leading industrial group, erty market is also expected to 
programme is being. .and. Oyak,. the armed forces affect French insurance groups 
relaunched with the sale of pension fund. • which have significant prop- 

11 state. cement companies The twoTurkish groups oiy holdings. - 
representing' around 18 per together already control 30 per - At the same time, the hanks 
cent of Turkish cement produc- cent ' of the Turkish cement are under pres su re because of 
tion. market -• ■’ - file competitive state of the 

Bids, which have to be in by Turkish cement sales on the domestic banking market, 
July 24, are expected to raise domestic -.market, are around where margins are coming 
between |350m and $400m. 24m tonnes a . year,' or under pressure. 

Both Turkish and foreign about the same, size as _;__ _ 

groups are understood to be France and Spain. Exports /v rra «*i n n 
lining up offers. are less than, lm tonnes. • • 

Society Ciments Franpais, The market is growing by 3 to Motnr 

which Is now partowned by 5 per cent annually, in “ Bau 
Italcementi of Italy, and spite of a Slowdown in the BIB Tadashl Rome was 
Lafarge Coppee are understood economy. . yesterday incorrectly identi- 

to be among foreign groups The Turkish plants up for fled as chairman of Nissan 
keen to bid. sale are at AdiyamazvAskale, Motor. The Nissan chairman is 

Holderbank of Switzerland, Barfin, Corum, Qenixli,Qazian- Mr Yutaka Kume. Mr Tadashl 
Blue Circle, of the. UK and iep, Iskendermn. Ladik ffivas, Kume is former president of 
Loma Negra, the Argentine pd- SanHurfa and Trabzon - . Honda Motor. 


Chilean private pensions act as a magnet 

Leslie Crawford reports on the way foreign fund management groups are moving in 


C HILE’S experiment 
with, private pension 
funds is proving a 
strong, attraction to foreign 
investment . 

Three European groups are 
entering the business this year: 
Banco San t ander of Spain and 
L’Union des Assurances de 
Paris and Les Mutuelles du 
Mans Assurance of France. 

They will be j tuning Bankets 
Trust, Aetna and American 
Insurance, all of which set up 
their own Chilean companies, 
known as Arimlnlstradoras de 
Fondcs de Pension es (AFPs), in 
the mid-1980s. 

Hie newcomers have two 
mam reasons for establishing 
themselves. Managing pension 
funds is profitable: Chile’s 14 
AFPs enjoyed a 48 per cent 
return on assets last year. The 
newcomers also are gaining a 
Latin American base in readi¬ 
ness for business elsewhere on 
the wmtiiMnt 

■ Mexico, Peru and Argentina 
are presently drafting legisla¬ 
tion to replace or complement 
their state systems with pri¬ 
vate retirement schemes; other 
countries may soon follow 
suit 

Governments across Latin 
America are finally admitting 
that they can no longer pro¬ 


vide adequate pensions, after 
decades in which state pension 
funds were plundered to 
finance government spending 
or plug budget deficits. Social 
security reform could open up 
a market of hundreds of mil¬ 
lions of savers. 

The reforms are being mod¬ 
elled after the Chilean system. 
This requires all workers to 
save a miwitrunn of io per cent 
of their earnings with an AIT 
of their phnjoq. 

The AFPs now manage $L2bn 
worth of funds, the equivalent 
of about one-third of Chile’s 
GDP. 

The new system is still 
accruing faster than it is pay¬ 
ing out in pensions. AFPS are 
growing at around $200m a 
month and as a result have 
become the nation’s largest 
institutional investors. 

In short, they are the engine 
fuelling the development of 
Chile’s capital markets. 

Banco Santander’s AFP 
starts up this month with an 
initial capital Of yiftm It haa a 
target of 55,000 customers in 
the next three years. 

L’Union des Assurances de 
Paris has side-stepped the 
problem of starting from 
scratch by buying into AFP 
Llbertador, which is partly 


owned by the Swiss Schmi- 
dheiny group. 

Les Mutuelles du Mans 
Assurance, which already 
owns an insurance company in 
Chile, has not yet decided 
whether it wants to start its 
own AFP or buy into an exist¬ 
ing pension management com¬ 
pany. 

Governments 
across Latin 
America are 
finally admitting 
they can no 
longer provide 
adequate pensions 

Chile’s Superintendency of 
AFPs has also given the green 
light to four new domestic pen¬ 
sion funds. Significant ly, they 
are being set up by trade 
unions, in this case in the 
banking, baking, electricity 
and petrol distribution indus¬ 
tries. Chile’s copper mining 
supervisors already own an 
AFP. Chilean trade unions see 
AFPs as a new way of influenc¬ 
ing company dpfririons 
The seven new AFPs alter¬ 


ing the market this year are 
expected to unleash a fierce 
hattle for customers in what is 
already a highly competitive 
business. The law allows Chil¬ 
eans to switch AFPs up to four 
times a year, and over 450.000 
people, 10 per cent of the work¬ 
force, do so each year. This 
freedom of choice is the bed¬ 
rock of the Chilean system, 
despite the fact that it creates 
an administrative nightmare 
for pension management com¬ 
panies. 

Mr Julio Bustamante, the 
AFP superintendent, believes 
that there is ample room for 
the new AFPs. “Our main chal¬ 
lenge Is how to win over 
700,000 people, mainly self-em¬ 
ployed or migrant workers, 
who have no pension cover," 
he says. 

Tbe responsibility for finding 
new investment horizons for 
the system also falls on Mr 
Bustamante's shoulders. His 
main problem is that the 
$12bn-worth of assets now han¬ 
dled by AFPs totally outweighs 
their investment options in 
Chile. 

Provida, the largest AFP 
owned by Bankers Trust, with 
l-2m savers and funds worth 
$2.3bn, complains that there 
are not enough companies on 


Santiago's small bourse to 
invest in. 

Last month. Mr Bustamante 
authorised AFPs to invest up 
to 1-5 per cent of their portfo¬ 
lios abroad, after a heated pub¬ 
lic debate on whether Chile 
could afford to export its 
national savings. The superin¬ 
tendent also authorised AFPs 
to take part in project finance. 
This, he hopes, will reduce Chi¬ 
le’s dependence on foreign 
credit for Investments in public 
works, telecommunications, 
hydroelectric dams and the 
mining industry. 

S o far the response of 
AFPs has been luke¬ 
warm. Their main 
demand is to be allowed to 
broaden the equity content of 
their portfolios. Under present 
law, AFPs cannot own more 
than 7 per cent of a company, 
and equities cannot account 
for more than 30 per cent of 
overall portfolios. Mr Busta¬ 
mante believes it would be 
unwise to expand these ratios. 

“I am challenging the AFPs," 
Mr Bustamante says. “They 
will have to hire international 
brokers to invest abroad, and 
create project finance depart¬ 
ments to study new invest¬ 
ments in Chile. 


New receivers appointed at IBH 

By Bruce Jacques In Sydney (US$890m) debt exposure to doesn't serve the interests of 


THE future of Foster’s 
Brewing, the Australian brew¬ 
ery, came into clearer focus 
yesterday with the appoint¬ 
ment of receivers to the 
group’s leading shareholder. 
International Brewing Hold¬ 
ings (IBH). 

The appointment means two 
sets of receivers have now 
been appointed to IBH, which 
is controlled by Mr John Ell¬ 
iott, Foster’s former managing 
director. IBH owns 38 per cent 
of Foster’s. 

Last night’s appointment by 
Wardley. Australia as agent for 
a consortium of creditor banks 
known as the Vextin syndicate, 
takes precedence over receiv¬ 
ers earlier appointed by Bro¬ 
ken HDI Proprietary, which is 
also a leading IBH creditor. 

BHP has been negotiating to 
buy out Vextin’s A$1.2bn 


IBH since appointing its own 
IBH receivers on June 2. But a 
number of complex disagree¬ 
ments have apparently arisen. 

Vextin's hand may algO have 
been forced by last week's 
court action by another group 
with IBH exposure, the 
National Mutual Life Associa¬ 
tion, to have the BHP receivers 
removed. 

A Wardley spokesman said 
last night it would have been 
normal for Vextin, as IBH’s 
first mortgagee, to appoint a 
receiver as soon as BHP made 
its appointment 

“The syndicate initially 
delayed taking this step to 
allow discussions to continue. 
The legal and commercial com¬ 
plexities involved, however, 
mean the discussions have 
taken longer than expected. 

“This, in turn, has created a 
period of uncertainty which 


any of the parties involved and 
the syndicate felt it should 
draw that period to a close,” 
Wardley said. 

Vextin’s receiver yesterday 
moved to squash speculation 
that his appointment could 
lead to a quick sale of IBH’s 
stake in Foster’s. 

BHP had earlier said there 
would be no fire sale of the 
shares and the company was 
prepared to purchase and hold 
them, if necessary, until a suit¬ 
able buyer could be found. 

• Asia Pacific Breweries has 
acquired an Interest in Austo- 
tel Trust Australia, which 
owns a chain of puts in Aus¬ 
tralia, Reuter reports from 
Singapore. 

The deal was completed 
through a joint venture equally 
owned by Asia Breweries and 
New Zealand's Brieriy Invest¬ 
ments. 


Nachi-Fujikoshi reverses 
forecast to Y2bn loss 

By Robert Thomson In Tokyo turn and the slower-than-ex- 


NACHI-FUJIKOSHL a leading 
Japanese maker of bearings 
and cutting tools, yesterday 
forecast a pre-tax loss of Y2bn 
(S16m) for the year ended 
November 1992, reversing a 
previously forecast profit of 
Y2bn because of slower 
demand from the car industry 
and losses on securities hold¬ 
ings. 

The company has revised its 
sales forecast from Yl60bn to 
YHlbn, against Y167bn last 
year, and expects that sales for 
the first half to the end of May 
will total Y71_2bn, compared 
with Y84.3bn for the same 
period last year. 

Like most other Japanese 
suppliers of machine tools and 
components, Nachi-Fujikoshi 
has been under pressure from 
the deeper-than-expected down- 


pected recovery in sectors such 
as the car industry. 

But, as with many other 
companies, Nachi-Fujikoshi 
has been unable to turn to the 
stock market for help, as it has 
in the past. 

Instead of cashing in unreal¬ 
ised gains on its stock hold¬ 
ings, Nachi is expected to 
report an appraisal loss of 
Y5.7bn for the first half. 

The loss on stock holdings is 
dted as the main cause of a 
YG.5bn after-tax loss forecast 
for tbe six months, though the 
company hopes that it will 
break even over the year. 

However, Nachi-Fujikoshi 
indicated that the second-half 
improvement would come from 
the sale of securities and land 
holdings, which presumes a 
recovery in the weak stock and 
property markets. 
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we supply! 

As someone who de^ls with international securities data you 
should demand rhe most accurate, reliable and authoritative 
information possible.. 

We, as the market's official body with over 900 member 
firms in over 40 countries, can supply it in any form you 
require, whether printed or. electronic. Can you afford to 
be without us? 

For further information on our products and services, 
please return this coupon at the address shown. 


The table below gives the latest available rates of exchange (rounded) against four key currencies on Monday, July 6.1992. In some cases the rate Is nominal. Market rates are the average of buying and selling rales 
except where they are shown to be otherwise. In some cases market rates have been calculated from those of foreign currencies to which they are tied. 


Af^anfctan 
Albania 
i Algeria 
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Angola 

Antigua 

Argentina 

Aruba 
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Iceland (Icelandic Krona) 
. India (Indian Ruoee) 
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Paraguay (Guarani) 
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Seychelles (Rupee) 
Sierra Leone (leone) 
Singapore (S) 
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Libia (Libyan Dinar! 
Liechtenstein (Swiss Fr) 
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INTERNATIONAL CAPITAL MARKETS 


Hanson launches £400m issue to pay off bank debts 


By Tracy Corrigan 

AN active session in the 
Eurobond market yesterday 
was dominated by issues in 
sterling, dollars and Canadian 
dollars. 

In the sterling sector, Han¬ 
son, the UK conglomerate, 
launched a £400m issue of 10 
per cent bonds due 2006, which 
could set the scene for further 
UK corporate financing. 

INTERNATIONAL 

BONDS 

The proceeds of the issue, 
arranged by Barclays de Zoete 
Wedd, will be used to repay 
existing bank debt. 

Pew UK companies have 
tapped the sterling market as 
many still expect yields to fall 
further. M UK companies tend to 
take the view that a 10 per cent 
coupon at 10 years or longer is 
expensive," one banker said. 

But expectations of substan¬ 
tially lower rates in the near- 
term have dimmed since the 
Danish rejection of the Maas¬ 
tricht treaty. While most ana¬ 


lysts still believe that there is 
room for a further decrease in 
yields after the French referen¬ 
dum In September, there is a 
new element of risk - failure 

to ratify the Maastricht treaty 
- which could send funding 
costs in the sterling market 
rocketing. However, despite 
yield spreads over gilts at his¬ 
torically tight levels, most 
companies are likely to con¬ 
tinue to wait for lower rates. 

Mr Martin Taylor, vice-chair¬ 
man of Hanson said the financ¬ 
ing costs appeared “reasonable. 
The deal (was offered) at only a 
fractionally higher cost than 
our short-term bank debt.” 
However, the size of Hanson's 
balance sheet, with a market 
capitalisation of £10bn and 
gross debt of £9-5bn, makes its 
strategic approach rather dif¬ 
ferent from other companies. 

The £400m deal was fungible 
with an illiquid £100m issue, of 
which £50m was repurchased 
by Hanson in 1990. Although a 
number of UK institutions 
complained at the reopening of 
a deal which bad previously 
been partly repurchased, they 
were not deterred from buying 


paper. However, the large size 
of the deal means that It is 
expected to take some time to 
place, despite surprisingly 
strong interest from overseas 
investors, who do not normally 
buy long-dated Eurosterling 
bonds. 

A £200m 10-year deal for the 
Province of Ontario, priced to 
yield 27 basis points above the 
comparable gilt yield, was con¬ 
sidered on the expensive side. 
The most notable aspect of the 
deal was that it formed part of 
a back-to-back swap with a 
C$4o0m 10-year deal for the 
European Investment Bank. 
Given the current poor avail¬ 
ability of opportunities, the 
swap allowed both borrowers 
access to a fresh investor base 
while meeting their precise 
funding requirements. The EIB 
took fixed-rate sterling and the 
Province of Ontario fixed-rate 
Canadian dollars. 

Dealers said that the EEB’s 
C$450m deal priced to yield 15 
basis points over the 10-year 
government bond yield, was 
well received. Both the swap 
and the deals were arranged by- 
Salomon Brothers. Also in the 


Canadian dollar sector, the 
Tokyo Electric Power Com¬ 
pany launched a C$5GQm five- 
year deal, via Goldman Sachs. 
The deal was considered 
attractively priced to yield 48 
basis points above the five-year 
Canadian government bond 
yield, and met Strong rto man ri. 

In thje dollar sector, Canada’s 
Export Development Corpora¬ 
tion launched a SSOOm seven- 


year deal and International 

Telecommunications Satellite, 
an agency owned by 124 mem¬ 
ber-countries, launched a 
*200 m 10-year deal, both 
arranged by Credit Suisse First 
Boston. Intelsat’s debut offer¬ 
ing in the Eurobond market 
was particularly well received, 
with the yield spread tighten¬ 
ing to 37 basis points from 40 
basis points at la unch- Expec¬ 


tations that the tide is about to 
turn for the dollar, combined 
with last week's rate cut, are 
underpinning the dollar sector. 

If the bullish tone holds, the 
World Bank Is expected to 
launch its $L5bn global bond 
offering tomorrow for' pricing 
on Thursday. The deal, 
arranged by Merrill Lynch and 
tRj, is expected to have a five 
year maturity. 


^F^ANCIAtTWIE^VESOAT^ULY^^2^ 

Activity in bond 
market to continue, 
OECD report says 


NEW INTERNATIONAL BOND ISSUES 


US PftLIARS 
Sanwra Fin. (Aruba] (b)*t 
Export Dev. Council(a}t 
Mitsubishi Oil Co.[a>9 
int Telecom. SaWIIWa)/ 
Alisa Fouflcftf 
STERLING 

H»nson(d)t 

Province ot OiKarfQ(a)t 

CANADIAN DOLLARS 
Tokyo Elec. Power(e)t 
European Inv. Bk.(a)t 


Amount m. Coupon % 


Pees Bock runner 

SObp Senwa Inti. 

1.875/1-673CSFB 
225/1.5 Yamafcfil InMEur) 
2 CSFB 
flO/SObp Nomura IntL 

0-625bp BZW 
3ZS/10bp Salomon Bros. 

1.875/050 Goldman Sachs 
32.5/IObp Salomon Bros- 


D-MARKS • • 

Rep, ot Turkeyfflt _ 300 102S 100.76 1889 2/1.375 Commerzbank _ 

FRENCH FRANCS 

Province of Quebec(a)t 2bn 026 90578 1997 2S/15bp CCF 

Altos Flnancefelt _BOO_ zero 70.72 1998 _ 1.6 Credit Lyonnais _ 

★♦Private placement. SConvertJWo *WHh equity warrants. ^Floating rate note. tFInal terms, a) Non-cal MDIe. W Subordi¬ 
nated toue. Coupon paya SObp over 3-month Ubor lor the first S yean then 60bp over 3-month Ubor thererntm-. Callable at 
par after 6 years, c) Coupon pays 110bp over 6-month Ubor and payable semi-annually. Non-cailable. d) Fungible with 
existing Cl 00m Issue. Noo-catlobte. e) Issue United to CAG-40 stock Index. Non-cailable. 


2S/1Sbp CCF 

1.5 Credit Lyonnais 


Italian dealers still cautious despite rise in discount rate 


By Haig Simonlan in Milan, 
Richard Waters in London 
and Patrick Harveraon 
in New York 

SOME stability returned to the 
Italian government bond mar¬ 
ket and the lira yesterday after 
the Bank of Italy’s weekend 
increase in the discount rate 
by 1 percentage point to 13 per 
cent. _ 

GOVERNMENT 
BONDS _ 

However, dealers remained 
cautious about the outlook 
ahead of details of the govern¬ 
ment's planned emergency 
budget package announced on 
Sunday. 

The package, destined to 
help correct the overshoot in 
the budget deficit, which is 
now expected to reach at least 
L160,000bn this year, should 
involve a mixture of revenue¬ 
raising and cost-cutting mea¬ 
sures. including a freeze on 
public-sector prices. 

Prices rose slightly at the 
long end of the market yester¬ 


day as banks digested the 
weekend news in relatively 
quiet trading. 

An early test of the confi¬ 
dence in the new government 
of Mr Giuliano Amato will 
come on Thursday, when 
Ll3,000bn of short-term Buoni 
Ordinari del Tesoro (BOT) will 
be auctioned. 

Auctions of longer-term fixed 
and floating-rate paper last 
week gave a taste of the mar¬ 
ket’s growing frustration with 
the lack of action to curb the 
deficit. 

■ UK government bond prices 
slid yesterday as hopes for an 
early cut in interest rates were 
quashed. The Bank of 
England’s actions in the money 
markets on Friday had left 
traders optimistic about the 
authorities' intentions of push¬ 
ing down rates further to 
revive the flagging UK econ¬ 
omy. 

Bat the Bank’s market 
operations yesterday, and the 
weakness of sterling, killed off 
the more optimistic expecta¬ 
tions. “It would be a bit of a 
disaster to cut rates now." said 


one observer as the DM/ster- 
ling rate fell from 2J589 to 3L885. 
"The chancellor [of the exche¬ 
quer] looks as boxed in as 
ever." 

With little else to support 
gilts - and with little expecta¬ 
tion of any positive news from 
the G7 meeting taking place in 
Munich - prices of most 
stocks fell by between one- 
third and a half of a point later 
in the day. The benchmark 9 
per cent bonds due 2012, ended 
the day at 36H, close to the 36fi 
at which they closed last 
Thursday, ahead of the Bank’s 
actions. 

Meanwhile, 9 per cent gilts 
due 2008 lost g of a point to 
close at 101ft, a yield of 8JB2 per 
cent As prices fell, the yield 
differential between UK and 
German 10-year government 
bonds climbed to 1.29 percent¬ 
age point 

• GERMAN government bond 
prices remained largely 
unchanged yesterday as inves¬ 
tors continued to wait for an 
outcome to the debate over the 
introduction of an interest 
income tax. “People are 


worried about getting involved 
ah««H of a potentially difficult 
decision,” one trader said. 

The market expects a tax of 
30 to 35 per cent, but no ero¬ 
sion of bank secrecy in Ger¬ 
many. Any attack on secrecy 
could lead to some flight of 
capital from the hanking sys¬ 
tem, unsettling the market 
Despite the pause in the Ger¬ 
man government bond mar¬ 
ket’s rally, many observers 
continue to remain optimistic 
about its prospects in the near 
future. 

■ US Treasury prices firmed at 
both ends of the maturity 
range yesterday as investors 
continued to buy government 
securities in the wake of last 
week’s big interest rate cut 
In late trading the bench¬ 
mark 30-year government bond 
was up A at 104%, yielding 
7.618 per cent. The two-year 
note was even firmer, up ft at 
101, yielding 4.450 per cent 
Al thoug h confidence in the 
outlook for the bond market 
following the policy ease has 
been widely spread among 
investors, demand has been 


noticeably more robust at the 
short end than at the long end 
of the market - hence the big¬ 
ger gains among two-year secu¬ 
rities, yesterday and the steep¬ 
ening of the yield curve. 

In tiie credit markets, the 
Federal Reserve arranged 
three-day matched sales with 


Fed funds trading at 3ft per 
cent. The intervention, aimed 
at draining reserves from the 
market and pushing Fed funds 
higher, confirmed that the 
Fed's new target for the rate is 
3 'A per cent By late afternoon, 
however, Fed ftmds had eased 
to 3% per cent 


By Tracy Corrigan 

THE pace of activity in the 
international bond markets Is 
not expected to ease in the sec¬ 
ond half of the year after a 
record first six months, accord¬ 
ing to the Organisation for 
Economic - Co-operation and 
Development’s latest Financial 
Market Trends report, pub¬ 
lished yesterday. 

“The issue calendar remains 
hefty . . ■ benefiting from bor¬ 
rowers' needs to proceed with 
the refinancing of maturing 
debt, which is likely to exceed 
$190bn for the year as a 
whole,” the report states. 

The OECD expects modest 
economic recovery combined 
with further decreasing- infla¬ 
tion to allow for “some down¬ 
ward adjustment of long-term 
interest rates,” which wifi help 
underpin business activity in 
the international markets. 

In the wake-of turbulent 
market conditions caused by 
the Danish rejection of the 
Maastricht Treaty, the OECD 
points to “some re-orientation 
of flows across market com¬ 


partments” rather than any 
contraction in the overall 
availability'of investible funds, 

However, while the OECD 
believes that an overall 
advance in borrowing volumes 
of 5 to 7 percent, in line with 
the underlying trend' since the 
late IS8Q9, is “attainable,” the 
decline to syndicated lending Is 
unlikely to be reversed. 

“Underlying demand/supply 
conditions support a further 
though perhaps not spectacu¬ 
lar, growth in securities busi¬ 
ness while banks’ heavy 
emphasis on risk containment 
should limit severely the scope 
for recovery of syndicated lend¬ 
ing.” the report says. 

The OECD report also paints 
to a further expansion of the 
Euro-note market, where out¬ 
standings now exceed SIGObn. 
“(Its) strong growth has been 
accompanied by a remarkable 
broadening of the investor base 
and a significant strengthening 
of infrastructure.” The market 
no longer compares unfavoura¬ 
bly with the corresponding 
market in the US, according to 
the report. 


Nomura vacates floor 
of Tokyo headquarters 


BENCHMARK GOVERNMENT BONDS 


AUSTRALIA _ 10.000 10102 1083030 

BELGIUM _ 9200 05/01 101.0500 

CANADA ‘ _ 8J00 04/02 104X000 

DENMARK 8.000 11100 89.9900 

FRANCE STAN 8200 03/97 96-2364 

_ OAT 8500 11/02 962400 
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T Gross annual yield pndudlng wMihoMIng tax si 
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-12/32 922 9.19 9.13 

-16/32 833 9-01 827 , 
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+0.020 888 832 UP 
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122 per cant payable by norwssi- 
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By Emiko Terazono In Tokyo ' 

NOMURA Securities, Japan’s 
largest broking house, is aban¬ 
doning a floor of its stock and 
bondtrading headquarters in 
the -heart of Tokyo’s business 
centre. The building also 
houses the Tokyo brandies of 
Salomon Brothers and Bar¬ 
clays de Zoete Wedd. 

The move is a part of a cost¬ 
cutting programme led by a 
task force officially set up yes¬ 
terday. Nomura also plans to 
cut 2,000 jobs over the next five 
years by paring' back new. 
recruits and reducing com¬ 
puter investment costs by 60 
per cent - 

. . Japan’s brokerages face 
'sharp fail* in profits -due to the 
prolonged slump of the Tokyo 
stock market With'daily aver¬ 
age volume. failing tp recover 
from around 300m shares dur¬ 


ing the first three months of 
the fiscal year which started 
in April, officials reckon 
operating profits at Japanese 
brokers have plunged into the 

ret ' 

Other leading brokers are 
! expected tp follow Nomura 
with restructuring plans. 
Daiwa Securities said that 
while it had no official pro¬ 
gramme, It reduced headquar¬ 
ters personnel in February by 
moving staff to its domestic 
branches, and expected to cut 
recruitment by np to 40 per 
emit Nikko Securities said it 
was considering a rationalisa¬ 
tion plan. 

Nomura will cut recruitment 
of female employees, who serve 
as assistants and secretaries, 
to 400 from the usual 800, and 
will reduce investment in new 
computer systems to .T4bn 
($32m) from YlObn. 
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COMPANY NEWS: UK 


Searching for a new niche in the supermarketplace 

John Thornhill considers Asda’s attempts to return to basics and restore its former fortunes 




57p as 23% rise 
fails to 



By Angus Foster ■ 

SHARES' in Tiphopk',' the" 
freight-container and trailer 
leasing group, fell 57p to 330p 
yesterday, despite a proposed 
25 per cent dividend increase, 
after the results were , below 
market expectations. ... 

Pre-tax profits increased. 23 
per cent to £86.4m (£70.4m) In. 
the year to April 30. Analysts , 
had expected nearer to noom 
and cut forecasts tor' this year' 
by about £10m to £95ra. . 

Mr Robert Montague, execu¬ 
tive chairman, said the com-^- 
pany weathered recession .in 
the UK and other large-mar¬ 
kets well. Turnover increased 
6.4 per cent, to £322-4m, helped . 
by a larger fleet, and 11 per 
cent rental rate Increases for 
trailers. 

Containers lifted proflts. 
before exceptional^. to £35-3m - 
(£70.9m). The container fleet, 
the second largest in the world, 
saw utilisation rates hold 
steady at 8& per cent. The fleet 
was expanded . 18 per cent , to 
510.000 twenty foot equivalent 
units. 

The trailer division reported 
unchanged profits before 
exceptional of £5.7m, despite a 
6 per cent increase in turnover. 
There was a £2m charge 
against operating profits for 
rationalising the company's 
European network.. 

Tiphook’s rail wagon divi¬ 
sion turned from a £500,000 
loss to a £200.000 profit, 


although utilisation remained 
under 70 percent 

There were etoeptidiaal costs 
of f£5;7m)on..disposals 

and expenses fcrt listing the 
shared in New; York and Hong 
Kong. Last' year's extraordi¬ 
nary items , were restated as 
exceptfonflls resnlfing in .a re¬ 
adjustment of last year's pre¬ 
tax ..profits^ from £76. lm to 
£70.4m. : 

Interest costs 'too to £42.3m 
(£57.3m).- Last', year’s £150m 
preference share issue,; used to 
pay off borrowings, led to a 
preference dfvufend payment 

-Capital expenditure 
increased to £226.6m <£19Bl6m) 
with, net borrowings rising to 
£832m ‘(£735m)- Depreciation 
increased 17.9 per cent' to 
£64.6 hl Debt to eqoity stood at 
2.8 times (2.9), reflecting an 
increase In shareholders funds 
to £296m (£251m). 

Mr Rodger Braidwood. group 
finance director, said capital 
expenditure this year- would 
toll to£80m and net borrow¬ 
ings Wouldbereduced for .the 
first time in the company's his¬ 
tory'. : - 

The tax charge doubled to 
£i0.6m.. due' to increased 
advance corporation tax. 
Tiphopk pays ~no corporation 
tax due to capital allowances.' 

Earnings per share fell to 
57.1p (59.9p), A : final dividend 
of 12_9p is proposed, raising the 
total to I7.3p (13.8p). 

SeeLex 


R OMAN emperors who 
wished . to enhance 
their prestige would 
often start their reigns by run¬ 
ning down file achievements of 
their predecessors and erasing 
their names from their monu¬ 
ments, a process known as 
damriatio memoriae. 

There was a touch of the lau¬ 
rel leaves about the new Asda 
team yesterday as they chose 
to take a swingeing- exceptional 
write-down of £45im, mostly to 
cover the previous manage¬ 
ment's costly mistakes. Their 
greatest trophy, the 60 super¬ 
stores acquired Grom Gateway 
for £705m in 1989. is now fisted 
in the accounts at about £270m 

below acquisition price: 

Mr Patrick GTHam. chairman 
of the UK's fourth biggest 
grocery chain, left; little doubt 
as to where the blame for 
Asda’s current woes should be 
pinned. 

.“These results, reflect the 
past management failures and 
the decisive first steps by the 
new team to address the situa¬ 
tion. It is the end of the past." 
he said at yesterday’s press 
conference. 

In saying so, he handed over 
to Mr Archie Norman, Asda’s 
youthful chief executive, who 
then Laid out the strategy 
designed to ensure its “robust 
renewal^.. 

Mr Norman emphasised that 
this was at least a three-year 
programme which would not 
produce significant results in- 
the future. Never¬ 

theless, he suggested that the 
company' was already achiev¬ 
ing a number, of «m«n ‘‘wins" 
by pegging its costs and insist¬ 
ing on more competitive pric¬ 


ing. -. 

The 10-point recovery plan, 
which has already been pres¬ 
ented to 1,000 store managers, 
concentrates on returning the 
company to its early successful 
heritage of “meeting the 
weekly shopping needs of ordi¬ 
nary working people and their 
families". 

The strategy, which has been 
evolved over the past six 
months, calls Tor a narrower 
definition of Asda’s market¬ 
place, the re-establishment of 
its reputation for keen prices, 
an increased emphasis on fresh 
foods, greater product innova¬ 
tion and more varied regional 
ranges and higher levels of 
productivity. 

Although these changes 
might not sound revolutionary, 
Mr Norman- nevertheless 
claimed that they would pro¬ 
duce significantly enhanced 
results and give Asda a dis¬ 
tinct position in the grocery 
marketplace. 

“We need to break out into a 
virtuous circle,” Mr Norman 
said, arguing that improved 
productivity would increase 
price competitiveness, restor¬ 
ing customer flow and sales 
volumes, leading to better buy¬ 
ing terms and increasing prof¬ 
itability. 

Over the next three years, 
Asda will redesign 140 of its 
200 stores to emphasise the val¬ 
ues associated with the compa¬ 
ny’s new strategy. “We aren't 
going to be like anybody else. 
We are going to be like Asda,” 
Mr Norman said. 

Asda will differ from the 
likes of J Sainsbury, Tesco and 
Safeway by continuing to stock 
a wide range of non-Good items, 
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although the lay-outs of these 
departments will be signifi¬ 
cantly altered. 

“We are committed to cloth¬ 
ing, home and leisure and we 
can do a lot more with 
George,” Mr Norman said, 
referring to the range of casual 
clothes stocked by Asda, 
designed by Mr George Davies, 
the former bead of Next 

But although Asda will not 
be opening any new stores, it 
does not rule out the possibil¬ 
ity of rolling-out entirely new 
store , concepts. It is currently 
experimenting with a discount 
superstore concept, called 
Dales, which will sell a range 


of 7,000 cut-price lines in a 
smart shopping environment 
The first Dales store has 
already opened in Longsight 
Manchester, and initial cus¬ 
tomer reaction is said to h3ve 
been encouraging. 

Another experimental store 
format will open this autumn 
although the company's scope 
for such ventures will be lim¬ 
ited by this year's capital 
expenditure budget of £l30m. 

Asda also promises to move 
to staunch the losses at its 
Allied Maples furnishings sub¬ 
sidiary. The company, which 
incurred a £9.8m loss last year, 
is being cut to its profitable 


core, focusing mainly on car¬ 
pets. Already 17 stores have 
been shut and 13 per cent of 
the staff shed. 

Such action will help stabi¬ 
lise Asda’s financial position, 
allowing it to concentrate on 
developing its core business. 
“We are more confident than 
we have ever been about mak¬ 
ing Asda a great company 
again ” Mr Norman said 

At present, the City is not 
quite sure what to make of this 
line. Asda is undoubtedly a 
finely-balanced risk-reward 
scenario and the stockbroking 
community is sharply divided 
about its prospects. 


The bulls argue the down¬ 
side of Asda’s position is now 
distinctly limited. Its financial 
position is stable, if still 
uncomfortable with year-end 
borrowings of £677.8m. its sales 
losses are beginning to be 
stemmed, and its core business 
can steadily restore its profit¬ 
ability. 

There is little reason why 
Asda cannot successfully 
renew its trading format and 
derive meaningful profits from 
its £4bn of sales and £2bn of 
assets, they argue. 

But the bears suggest that 
the industry's highly competi¬ 
tive pressures leave little room 
for error and that Asda will be 
unable to drive down Its debts 
from normal cash flow. Raising 
further equity to enable it to 
do so further down the line 
will only dilute any future 
rewards for shareholders. 

Mr Bill Myers, food retailing 
analyst at Henderson Cros- 
tbwaite. argues that Asda’s 
shares represent dead money, 
at best. 

“Asda is not going to die. 
But shareholder value will be 
at least three years in coining 
and maybe five. Why should 
you hold the shares in the 
interim?” he asks. 

The answer for the big insti¬ 
tutional investors, who were 
persuaded by Cazenove to back 
last year’s rescue £357m right- 
sissue is that they have no 
alternative, given Asda’s cur¬ 
rent share price of 29‘,4p. 
which is still 5'/ip shy of the 
rights issue price. 

But no doubt they will be 
persistently whispering such 
thoughts of mortality into the 
ears of Asda’s uew emperors. 


WIC to cut interests in regional brewers 


By Roland Rudd . 

THE WHITBREAD Investment Company, 
an investment trust 495 per cent-owned by 
Whitbread, yesterday said it was reducing 
its shareholdings in. other brewers to 
below 15 per cent 

However. Mr 'Robin Farrington, WIG's 
chairman, told shareholders at the annual 
general meeting that it would, where pos¬ 
sible, try not to sell stakes to potential 
hostile bidders. 

Its decision to reduce its holdings in 
regional brewers - to comply with the 
government’s beer orders - triggered the 
£101-3m hostile bid from Greene King, toe 


south of England’s largest regional 
brewer, Tor Morland, its Oxfordshire-based 
rival. WIC was Morland’s biggest share¬ 
holder with a 43.4 per cent holding. It is; 
selling a 28.5 per cent stake to Greene 
King for £27J23m cash and has agreed to 
accept toe offer for its remaining 149 per 
cent if there is no higher bidder. 

Greene King’s bid received a boost from 
Barclays fie Zoete Wedd research yester¬ 
day which recommended acceptance of the 
offer, describing it as “generous'*. 

Speculation has surrounded the future 
of Marston fit which WIC bolds 81.5 per 
cent.Mr.Farrington said WIC wanted to 
divest part of its shareholding in a manner 


which was “preferably recommended by 
the board concerned". WIC also bolds 20.7 
per cent of the Boddington group and 14.9 
per cent of Devenish. In addition, Whit¬ 
bread pic holds 59 per cent of Marston and 
5.6 per cent of Boddington. which holds 20 
per cent of Devenish. 

If the shareholdings had remained 
unchanged, Whitbread would have had to 
free another 1.000 pubs. The government is 
forcing all brewers owning more than 
2,000 pubs to release the tie on half of 
those outlets in excess of that number by 
December. If a brewer has a 15 per cent 
holding in a rival then those pubs are also 
included in the total. 


TT buys AB Electronic stake 


By Angus Foster 

TT GROUP, the acquisitive 
industrial holding company, 
has made its third proposal so 
tor this year by fairing a 6L35 
per cent stake in AB Electronic 
Products, a loss-making compo¬ 
nents maker, and suggesting a 
merger. 

AB Electronic said it was 
“seeking clarification” of IT’s 
intentions and would make a 
further announcement “in due 
course". 

AB’s shares gained 12p to 


90p, valuing the company at 
£25.7m. TTs fell 7p to 215p. 

The response by AB was 
more cordial than those from 
TTs previous targets. TT still 
holds a 7.5 per cent stake in 
ML Holdings, another compo¬ 
nents maker, and sold its 4.6 
per cent stake in Renold, the 
chain and gear maker, after 
Renold said toe approach was 
unwelcome. TT also holds a 
39.9 per cent stake in 
Magnetic Materials following 
last year's unsuccessful take¬ 
over bid. 


TT is keen to expand the 
business of its Crystalate divi¬ 
sion, maker of electronic com¬ 
ponents. and may be especially 
attracted by AB’s resistor net¬ 
works. 

TT expressed interest in 
some AB operations earlier 
this year, but the discussions 
faltered. TTs latest approach 
was unexpected. 

AB, which reported pre-tax 
losses of £3.95m in the six 
months to 31 December, has 
also been discussing the sale or 
restructuring of other divisions 


Trans Atlantic 
merger approved 

The recommended merger 
between TransAtlantic Hold¬ 
ings. the Luxembourg-listed 
life assurance and property 
group, and Capital & Counties, 
the UK property group in 
which Transatlantic owns a 
majority stake, was approved 
yesterday in court meetings 
and at extraordinary general 
meetings of the two 
companies. 

The deal is expected to be 
sanctioned by the High Court 
on July 27 and to be made 
effective on July 30. 


IIM FIELD TESTS IMO OTHER 
RALIVITOR PC CO IVIES CLOSE. 
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Quite simply, the Sharp PC- 
3000 and PC-3 J 00 are the 
most powerful palmtops you 
can lay your hands on. 

Pocket sized and weighing 
just over lib, Sharp Palmtops 
operate MS-DOS" 3.3, are fully 
IBM PC compatible, have built- 
in Laplink* software and pack 
up to 2Mb of memory. 

In plain English, this means 
that you can transfer programs 
and data between your desktop 
and your palmtop enabling you 
to have important information 
to hand even when you’re out 
of the office (in the field, on 
the road, in the air etc). 


User friendly as well as desk¬ 
top friendly. Sharp Palmtops 
offer unlimited applications and 
data storage. They have built-in 
Personal Information Manage¬ 
ment software with address 
book, scheduler, Lotus 1 -2-3* 
compatible spreadsheet etc. And 
they offer a full function qwerty 
keyboard which performs just 
like a desktop keyboard. 

So there you have it. The 
Sharp PC-3000 Series. 

“The no-compromise solution" 
is what ‘Personal Computer World’ 
called it! Need we say more. 

Yes? Then call free on: 

0800 262 958 


PC-3000: l Mb ROM ’l Mb RAM 
PC-3 J OO: I Mb ROM/3 Mb RAM 
• PCMCIA 1.0 x 2 IC UHttiiin/ nutl 
slots • Serial parallel minim an ■ 
purls • E-cjiansitm bus pi>rt far 
3. A" FDD unit • 640 x i 'HO pixel 
resolution with CO A.'AIDA 
emu hit ion * LCD screen nith 
25 lines u/Stl character* • Pntiturt 
i liuienxioHs: (length I 222 nim \ 
(width) 11 Snail x (tlepthj 25.4mm. 
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COMPANY NEWS: UK 


North American plastics 
activities boost Evode 


By Roland Rudd 

A STRONG performance from 
the North American plastics 
operations helped Evode. the 
chemicals and plastics group, 
increase pre-tax profits by 26.5 
per cent for the six months to 
March 28. 

The interim dividend is 
maintained at 1.78p, which Mr 
Andrew Simon, chairman, said 
was a sign of confidence for 
the future. It was covered by 
fully diluted earnings per 
share of 1.9p (1.3p). 

Pre-tax profits rose from £3m 
to £3.Sm on increased sales of 
£141.9m l£137.8m). after elimi¬ 
nating the effects of divest¬ 
ments. 

There was a still a retained 
loss of £l.lm <£1.7m) after pay¬ 
ing the preference and ordi¬ 
nary dividends. 

Operating profits from plas¬ 
tics. based mainly in North 
America, were up from £2.7tn 


to £4.5m. 

Adhesives reported increased 
operating profits of £1.5m 
(£ 1 . 2 mj as overseas companies 
mitigated the reduced indus¬ 
trial demand in the UK. 

Industrial Coating fell from 
ZlJSm to £200,000 because of a 
reduction in demand for archi¬ 
tectural and industrial power 
coatings in the UK. 

Mr Simon said most Euro¬ 
pean markets remained 
depressed. There was no tangi¬ 
ble evidence in the UK to sug¬ 
gest that the recession may be 
coming to an end. 

The group deferred £400.000 
of Income from the pension 
fund in case the year’s surplus 
was not as big as originally 
anticipated. 

• COMMENT 

Evode shows how hard It can 
be to rebuild a balance sheet 
stretched by borrowings to fuel 
acquisitions. The recent sale of 


Its shoe components business, 
bought as part of its protracted 
bid battle for Chamberlain 
Phipps in 1989, for SllSm will 
help to reduce debt. But when 
the £ 23 m of preference shares 
are subtracted from equity and 
added to borrowings - which 
is arguably where they should 
be - it does not look as signifi¬ 
cant as it might against gear¬ 
ing of close to 200 per cent The 
group is doing all it can to 
eliminate costs - it made 
savings of $3m in the US - 
and has reduced spending to a 
minimum . For the half year 
capital expenditure is r unnin g 
at £L8m compared to £9.4m for 
the end of the last financial 
year. With forecast earnings of 
£8.5m the shares - up 4p to 
close at 63p - are on a pro¬ 
spective multiple of 17.4. The 
20 per cent premium to the 
market is only justified if the 
group produces significantly 
better full year results in 1993. 


Called to book over equity accounting 

Oceana faces review of its accounts over treatment of Etam profits, reports Andrew Jack 


T HE FINANCIAL Report¬ 
ing Review Panel, the 
UK accounting stan-. 
dards watchdog, is to review 
the annual report of Oceana, 
the South African-controlled 
investment company, following 
com plain ts about treatment of 
profits derived from Etam, the 
fashio n retailer for which it bid 
unsuccessfully last year. 

Etam wrote to the panel in 
May this year following a pub¬ 
lic announcement by Oceana 
that it would be using equity 
accounting on its shareholding 
rather than simply including 
the income from Etam divi¬ 
dends. 

The complaint has been crit¬ 
icised by Oceana, and Is seen 
by some as part of the contin¬ 
ued bitterness displayed by 
Etam directors over the bid 
launched in June last year, 
which raised Oceana’s share¬ 
holding from 24 per cent to 34.4 
per cent' 

But it also raises wider ques¬ 


tions over the use by compa¬ 
nies of equity accounting, 
which is supposed to be per¬ 
mitted only where a share¬ 
holder exerts "significant influ¬ 
ence” over the company in 
which it has a bolding. 

Etam argues that Oceana 
has no such power, with no 
board members or cooperation, 
agreements. All it can do it 
block special resolutions which 
require a 75 per cent majority 
at the annual general meeting. 

The rules for equity account¬ 
ing allow Oceana to include in 
its own profits the proportion 
of Etam’s profits that its stake 
represents. In other words, it 
can include include 34.4 per 
cent of Etam’s profits of £7.lm 
for the year, to February L 

According to estimates pre¬ 
pared by accountants Robson 
Rhodes^ advisers to Etam, that 
would raise Oceana's profits 
for the year by £2.56m to 
£3.45m, compared with £2.76m 
if it simply took the dividend 


income of £L47m on, its stake 
as an investment 
However. Oceana yesterday 
dismissed the estimates and 
other objections. Mr Michael 
Lewis, a director, said the com¬ 
pany’s accounts - which are 
to be distributed to sharehold- 

The situation raises 
wider questions over the 
use by companies of 
equity accounting, which 
is supposed to be permit¬ 
ted only where a share¬ 
holder exerts “significant 
influence” over the com¬ 
pany in which it has a 
holding. 

ers this Wednesday - fully dis¬ 
closed the effects of equity 
accounting, which he said had. 
the fall support of its profes¬ 
sional advisers and presented 
"a more conservative set of 


results”. ' 

He said the. accounts would 
show that profits would have 
been £530,000 less if it had not 
used equity accounting. They 
would also show-goodwill writ¬ 
ten off on the Etam share pur¬ 
chases of £17m and unrealised 
gains of £9.8m on the acquisi¬ 
tion - figures which could 
have been used to increase the 
size of the' company's net 
assets. 

He said that as' the'largest 
shareholder he also believed 
Oceana did have a significant 
influence on Etam. . 

“We feel quite strongly' that 
Etam's opinion is not relevant 
to the preparation of Oceana’s 
accounts,” said Mr Lewis. “We 
really question Etam's 
motives. The issue does not 
contribute to their business. 
They should concentrate on 
where the company is going.” 

But"Mr- Keith Miles, Etam's 
finance director, “ said: “It’s a 
hit rich after Oceana attacked 


. our strategy- K infers that dur 
excellent results were some¬ 
thing to do with their policies." 

The Financial Reporting 
. Review Panel - one member 
of winch is Mr John Roques,' 
senior partner of Touche Ross, 
Oceana's auditor - has told 
Etam that It will examine 
Oceana's accounts once they 
are published. ■ • 

En practice, It is unlikely to 
reprimand a company which 
appears to be complying with 
existing regulations. But there 
are other examples or contro¬ 
versy oyer the influence of a 
failed bidder and whether they 
should be entitled to use equity 
accounting, including LiQey,- 
the Scottish construction TOm- 
pany. which bid tor TUbiny. a. 
rival construction, group; in- 
1989. 

As a result, it comes as no 
surprise that the Accounting 
Standards Board has-pledged 
to review equity, accounting 
later this year- 


EFM new Japan trust raises half of target 


By John A others 

EDINBURGH FUND Managers 
yesterday announced that the 
launch of its new Japan invest¬ 
ment trust had raised £ 10 m. 

This was much lower than 
the original target of £20m, but 
the company said that it was 
still satisfied with the launch, 
organised by James Capel, 
because it had found that 


many investors were still ner¬ 
vous about the Japanese mar¬ 
ket 

Mr Iain Watt, managing 
director of EFM. said: Tm just 
delighted that we’ve got the 
trust away. I don’t think 
there’s been a trust launched 
before when the market has 
looked such good value.” 

He also took heart from the 
fact that the combined price of 


shares and warrants, which 
started trading on Friday, was 
at a premium of about 3 per 
cent to the trust's net asset 
value. EFM attributed this to 
interest in the shares from pri¬ 
vate investors, which bad been 
reported by several private cli¬ 
ent stockbrokers. 

However, the bulk of the 
placement was made with 
institutions, which accounted 


for about 70 per cent of the 
shares. 

Mr Watt said: “The question 
now is where does Japan go 
from here? In the longer term 
Tm quite confident, and I think 
this was a good opportunity to 
buy.” 

Yesterday the price of ordi¬ 
nary shares dropped a penny 
to 96p while the warrants rose 
a penny to 33p. 


Trio in talks to 
bay money broker 

Trio Investment Trust a shell 
investment trust brought to 
the market 18 months ago by a 
firm of PEP specialists, said it 
is in talks to acquire 
Martin Bierbaum Group, 
the international money 
broker. 

Trio’s shares have been 
suspended during the negotia¬ 
tions. Martin Bierbaum is a 
leading foreign exchange bro¬ 
ker specialising in dollar/D- 
mar k trades. 


Waterford Wedgwood cuts jobs 
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By Tin Coone in Dublin 

THE TROUBLED Waterford 
Wedgwood group, is planning 
to cut tiie workforce at its loss- 
making Waterford plant in 
Ireland by a further 25per cent 
in an effort to bring the group 
back to profitability, it was 
revealed in Dublin yesterday. 

Mr Paddy Galvin, chief exec- 
utive of the Waterford Crystal - 
arm of the business, in.a 
message to onion leaders last- 
week said that 550 redundan¬ 
cies will be required at the 
Waterford plant, or else they 
most face tire possibility of its 
closure. •.* 

Company executives are' 
remaining tight-lipped over tire 
redundancy pi«n«, acknowledg¬ 
ing only that Mr Galvin met 
with union leaders last Thurs¬ 
day “to give them a full update 
on the situation in the com¬ 


pany”,, but more details will 
apparently be-released later 
this week. . ' 

Union officials said yester-. 
day ' they intend to .fight any 
farther redundancies and are 
' seeking urgent talks with the 
government to either mount a 
rescue package or to national¬ 
ise the company., ft is unlikely 
the government will consider, 
either option, given its own 
budgetary constraints. 

The company implemented a 

TtSIwi r aHiinifani^ : pidfap> hi 

1987, shedding 1,200 jobs and a 
further 250. jobs have gone 
through- a voluntary redun¬ 
dancy scheme in the past 18 
months. . j 

The slump in demand caused 
by the Gulf war and tire ongo¬ 
ing recession in the US and 
UK, has forced the company 
onto short-time working for 
the past 18 months; but this 


has been insufficient to bring it 
back into profitability mid an 
announcement of further 
rationalisation measures was 
considered imminent: 

A company spokesman said 
yesterday however “we are hot 
considering compulsory redun¬ 
dancies at this stage”. 

The Waterford crystal arm- 
made a I£l- 2 m pre-tax losstin 
1991 on turnover of I£73m. An 
extraordinary item of lSS3vo, 
for “initiatives taking place-in 
late 1991 and 1992 to reduce 
manufacturing costs”, plus 
interest costs and tax charges, 
resulted in an overall group 
loss of I£5.2m for the year.- 

The extraordinary item 
relates primarily to voluntary 
redundancy payments, but if 
the additional 550 jobs are to 
go in the course of 1992, it is 
thought likely that further pro* 
visions will be necessary. 


Daejan dips to £16.2m 


DAEJAN HOLDINGS, the 
property investment group, 
reported a marginal darting in 
pre-tax profits, from £16.4m to 
£16.2m, for the year to end- 
■ March. 

Gross income grew by £L57m 
to £2/L3m and comprised: rent 
and other charges receivable, 
after outgoings, totalling 
£15.3m (£14.2m); surplus -on 
sales of properties amounting 
to £&82m (£8-49m)j and other 
income of £200,000 (£68,000). 

The tax charge fell slightly 
to £5.75m (£&2m) and minori¬ 
ties were reduced to £12,000 
(£854)00). . I:./ 

The company said its portfo¬ 


lio had been prafesrionally val¬ 
ued-as at-March .31 and the 
resultant £25.An fall in the 
. value of its investment proper¬ 
ties had been incorporated into 
the 1991- accounts. The net 
asset value per share based on 
the balance sheet figures at 
that date was. £11.44. . 

- A _ aa te ation-- of jvthe. (groin’s 
trading, property indicated .an 
excess, oyer book value of 
£59 ^m. Had this figure been 
incorporated into, the accounts 
the net. asset, value per share 
would have been £15.07. 

.A final dividend, of 13p (16p) 
is proposed making a 25p (24p) 
totaL • 


DIVIDENDS ANNOUNCED 
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Platignum back 
in the black 

Plati gnum, a maker of writing 
instruments, stationery and 
furniture, returned profits of 
£405,000 pre-tax for the year to 
end-March on turnover of 
£17.l3m- 

That compared with previous 
losses of £1.34m, which 
ineludeA-exceptional prdv!-' 
s$onS Of £578,000, 'on turnover 
Of £20.78m. •; 

The directors said demand 
was weak in all businesses but 
that action on improving mar-, 
gins and reducing overheads 
achieved a better underlying 
performance. 

-Extraordinary costs of 
£7394)00 (£150,000) left the year- 
end. loss .at £335,000 f£1.42m). 
Earnings worked through at 
Q-2p (losses 0.63p). . , 


Dividends, shown pence par share net except wbere otherwise stated; 
tOn increased capital. §USM stock. \ 
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By Androw Taylor, - 
Construction Correspondent. 

THE UK- contracting division 
of Beazer, the housebuilding, 
construction and building 
materials group, has been sold 
to its employees and manage¬ 
ment in a dral worth £52m.- 

Last year Beazer was rescued 
by Hanson, the conglomerate; 
and the sale marks the. first 
large disposal by Hanson, since' 
It paid £351m for Beazer. 

Hanson earlier this year sold 
Beazer's Australian construc¬ 
tion and property interests for 
A$34J5m to B&B Asia, a Hong 
Kong based company- -con¬ 
trolled by Bilfinger & Berger, 
the German construction 
group. 

The sale of the UK contract¬ 
ing division, to be renamed 
Kler Group after one of its best 
known construction subsid¬ 
iaries, will leave employees 
and management controlling 


90-per cent of the shares. 

. Hanspn regains a 10 per cent 
stake in the. new company, 
/which ia thonght to havegen- 
erated sales. of 'JS7Qm- ln the 
year.to the end of June^ includ¬ 
ing turnover of /£47m from 
international contracts. This 
compares with' sales of £G00m 
in the previous 12 months. 

-- -Under the-terms of the deal 
; Keir will ' pay. £40m-. raised 
through the cash resources of 
its subsidiaries; to Hanson, 
which.will receive a further 
.. £ 2 m from last year’s profits. 

A further £2.7m. has. been 
raised-through the issue of 
ordinary Kler shares of which 
45 per cent have' been'acquired 
by the company’s 73 directors. 
A further 45per cent is held in 
trust on bebalfof the compa¬ 
ny’s 3,00CKwarkers. : : 

- -In addition to its 10 per cent 
equity stake,' 1 Hanson has 
acquired £S.7m bf.5! per cent 
redeemable preference shares. 


Mr Colin Busby, chairman and 
chief executive of Kier,.said 
that the total- package valued 
Haer at £52m_ 

He said the -company, even 
after the £40m payment, would 
have net cash of £50m-£60m. 
Kler, which has an order book 
currently worth £376m. will 
have shareholders funds of 
£12.4m. ■ 

In a separate deal Kler has 
paid a-further £lm to acquire 
Dudley Coles, which was previ¬ 
ously part of Hanson’s ARC 
dhistoxL. 

Hanson said yesterday that it 
had no plans at tha moment to 
dispose of Beazer's other busi¬ 
nesses, which include UK 
housebuilding and US • contract¬ 
ing and building materials 
interests. 

It was pleased with the sale 
of the construction divisions 
which followed , an approach 
from Heir’s directors at the end 
of last year. 


appetising boost to 
AG Barr profit 



Colin Busby (seated), chairman and chief executive of Kier Group, with fellow 
executives (left to right) John Dodds, Martin Scarth and Duncan Brand 


Predators who are fearful of the ‘black holes’ of recession 

Andrew Taylor on the reasons behind the lack of merger activity in the hard-hit construction industry 

W HEN businesses Australian coal mining inter- the stock market there is much talk of the agreed. These have included when UK construction share 

have been struggling esta. .-. Shares of contractors have danger of “black holes" Tilbary Group, which last year prices were at their peak, con- 

to keep their heads Wimpey hassoldits offshore plummeted since the late 1380s, waiting to suck in successful joined forces with follow con- tractors were queue me up to 


W HEN businesses 
have been struggling 
to keep their heads 
above water as much as UK 
construction companies yob 
would expect to find predators 
circling, eager to snap up their 
weakened rivals and consoli¬ 
date their position in the mar¬ 
ket • . 

Yet it is hard to identify the 
potential sharks in a sea where 
so many companies have been 
sunk by one of the worst reces¬ 
sions the industry has experi¬ 
enced. 

The truth is that very few 
have the strength or the 
will to pursue acquisitions or 
even strategic shareholdings 
as a prelude to a possible 
bid. 

Forecasts published last 
week by. the National Eco¬ 
nomic Development Office 
revealed that housebuilding 
and property development 
remain deeply in recession 
while UK contracting output is 
expected to Hurling by a fur¬ 
ther 65 per cent this year fol¬ 
lowing a 9 per cent fall last 
year. - • • 

Large companies . such as 
Costain, Taylor Woodn>w, Tar~ 
raac and Wimpey, which in 
previous generations might 
have been considered preda¬ 
tors, are Instead selling off 
peripheral businesses in a bid 
to raise cash to reduce their 
Large borrowings. 

Costain has been accused of 
selling off part of the crown 
jewels following its decision, to 
float off part of its profitable 


Wimpey has sold its offshore 
engineering and waste man¬ 
agement businesses which it 
had hoped would cushion it 
against cyclical falls in the 
construction market..... 

These sales, however, are 
small:by comparison with the 
, .much larger rationalisation 
which many, in -the Industry 
...believe must take place if there 
,is not to bean increase in com- 


the stock market 

Shares of contractors have 
plummeted since the late 1980s, 
making them even more vul¬ 
nerable to a possible takeover. 
Costain’s share price of 41p 
compares with a peak of 223p 
early last year while Tarmac, 
the name most linked with a 
possible bid, has fallen from a 
1991 peak of-283p to 93% p. Tay¬ 
lor Woodrow shares have 
fallen from 289p to 85p. 

Despite all of this mergers, 

.1 1 ' 7 ;:v- ■■■v'.S ■ 


There is much talk of the 
danger of “black holes" 
waiting to suck in successful 
predators. 

Continental European com¬ 
panies which bought stakes in 
British companies in the late 
1980s at the height of the mar¬ 
ket either have had their 
fingers burned or have 
turned their investment atten¬ 
tion eastwards to former com¬ 
munist controlled countries 
such as eastern Germany, 
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pany failures. "jv" 

The - UK construction sector 
is-’hig^y 1 fragmented with ■an 
estimated 200,000 companies 
generating a combined annuaT 
turnover of more than £40bn. 
Although the va st majority are 
small .firms employing less 
than ten people, there are still 
a great number of large and 
medium sized public compa¬ 
nies whose shares are widely 


whether hostile or agreed, 
have been thin on the ground. 

The reason can be found in 
the depth of the recession 
which Mr Joe Dwyer, chief 
executive of Wimpey, describes 
as “the worst for more than 50 
years.” 

Groups able to finance a hos¬ 
tile bid are fearful that there 
may be further disasters hid¬ 
den away in the balance sheets 


owned and easfiy accessible on ■ of badly-performing companies. 


Czechoslovakia, Hungary and 
Poland. 

The biggest takeover to hit 
the sector during the recession 
came from Redland, Europe’s 
biggest roof tile manufacture 
which earlier this year 
acquired rival UK bridtemaker, 
aggregates and tile manufac¬ 
turer, Steetley, after a con¬ 
tested bid worth more than 
£600m. 

Most mergers have been 


agreed. These have included 
Tilbary Group, which last year 
joined forces with follow con¬ 
tractor and developer RM 
Douglas; Hanson, the large UK 
and US industrial conglomer¬ 
ate which rescued the finan¬ 
cially troubled Beazer group 
for £351m; while Raine Indus¬ 
tries this year paid £28J5m to 
acquire Walter Lawrence, a 
housebuilder and contractor. 

But even agreed bids can 
produce problems. Trafalgar 
House, the construction, prop¬ 
erty, shipping and hotels group 
has so far declined to make a 
second payment of £54m to 
shareholders of Davy Corpora¬ 
tion which it acquired last 
year. The second tranche is 
dependent upon Trafalgar 
receiving payment for the 
Emerald Producer oil produc¬ 
tion platform which cost Davy 
its independence. 

Some moves have been 
costly. Taylor Woodrow and 
Raine both incurred losses on 
stakes bought in YJ Lovell, the 
contractor and property devel¬ 
oper which earlier this year 
was forced to renegotiate its 
financial arrangements with 
its banks after breaching its 
loan covenants. 

Hochtief, the West German 
contractor, acquired a 25 per 
cent stake in Rush & Tompkins 
in the 1980s only to see the 
British construction and prop¬ 
erty company go into receiver¬ 
ship in 1990. 

It cannot be through lack of 
interest that purchases have 
dried up. Only a few years ago. 


102% pay rise for electricity chairman 


Mining groups to lift Ivernia stakes 


By Juliet Sychrava 

MR JOHN HARRIS, chairman of East Midlands 
Electricity, the regional electricity company pri¬ 
vatised two years ago, was awarded a 102 per 
cent pay increase last year. The rise, disclosed 
in the annual report published yesterday, lifted 
Mr Harris's remuneration from £114,476 to 
£230,969 for the year to March 1992. 

The increase is likely to reawaken the row 
over salaries in the privatised electricity indus¬ 
try. Prof Basil Weedeon, chairman of the East 


Midlands Electricity Consumers Committee, 
said: “I am sure that the general public will be 
greatly concerned, by such a massive pay 
increase at a time of recession. ” 

The chairmen and chief executives of the 12 
regional electricity companies were castigated 
by Labour politicians at . this time last year, 
when they increased their salaries by 
as much as 200 per cent Most were earning 
between £50,000 and £70,000 before privatisation 
and between £150,000 and £200,000 a year 
later. ■ 


By Kenneth Gooding, 

Mining Correspondent 

TWO BIG mining groups, 
Minorco and Outokumpu, are 
to increase their interests in 
Ivernia West, the junior Irish 
exploration company which 
owns 48 per cent of Europe's 
second-largest known zinc-lead 
deposit, at Lisheen, County 
Tipperary. 


Ivernia is to raise I£4.5m 
(£4.15m), before expenses, by a 
conditional placing of 11 . 6 m 
shares at I39p each compared 
with an unchanged closing 
price yesterday of I37p. 

Minorco, the overseas invest¬ 
ment arm of the Anglo Ameri¬ 
can Corporation of South 
Africa, is to subscribe for 
enough shares to take its pres¬ 
ent 16.9 per cent stake to 24.5 


AG Barr, the Glasgow-based 
soft drinks company with 
brands including Irn-Bru and 
Tizer, reaped the benefits of 
the 1991 restructuring of its 
production and distribution 
arrangements, as profits more 
than doubled in the half-year 
to April 25. 

At the pre-tax level, they 
rose from £1.17m to £2.&4m, 
though Mr Robin Barr, chair¬ 
man, said that last time's total 
was depressed. 

The profits advance was 
struck on turnover only 3 per 
cent ahead at £42.4m t£4l.lm) 
and after interest payable 
slightly down at £624,000 
(£713,0001. Mr Barr said that 
debt was cut from £12m to 
£8.5m at the end of the half. 

Mr Barr said that sales of the 
company's brands, which 
account for a little more than 
75 per cent of total output, rose 
5 per cent in the half. 


This was helped, especially 
in the case of Irn-Bru, by 
advertising. He said he wanted 
to increase awareness and 
sales further in the south of 
England. In Scotland Irn-Bru 
already outsells Pepsi. 

However sales of own-label 
products, mostly gained in the 
acquisition of Mandora St 
Clements from Mansfield Brew¬ 
ery,were down 3 per cent. 

The reduction in the cost 
base was mostly achieved by 
the closure last year of the 
Evesham factory, which the 
company has estimated would 
save about £l.5m a year. About 
120 jobs were lost. 

As a result Mr Barr reckons 
that current levels of profit¬ 
ability are sustainable, espe¬ 
cially if the important holiday 
months of July and August 
have fine weather. 

Earnings leapt to 9.09p 
(4.37PJ and the interim divi¬ 
dend is lifted to L75p (1.0833), a 
rise of 62 per cent. 


r 


NEWS DIGEST 


when UK construction share 
prices were at their peak, con¬ 
tractors were queueing up to 
make hostile bids and acquire 
strategic shareholdings. 

Before YJ Lovell fell on hard 
times, it mounted an abortive 
bid for Higgs & Hill. Lilley 
Group similarly failed to win 
control of Tilbury. Peninsular 
and Oriental Steam Navigation 
Company (P&O) briefly 
acquired a strategic stake in 
Taylor Woodrow. Trafalgar 
House similarly bought and 
sold a stake in Costain. 

Beazer before its rescue by 
Hanson was one of Britain's 
most acquisitive construction 
groups until it made one pur¬ 
chase too many and bought the 
Koppers aggregates business In 
the US. 

T he outlook for orders 
and the parlous finan¬ 
cial state of many of the 
companies in the industry sug¬ 
gest that failures will increase 
unless an orderly rationalisa¬ 
tion takes place. Contractors 
which currently are winning at 
neutral or loss-making margins 
will feel the pain even 
worse when building material 
and labour costs start to 
rise. 

Merger activity therefore is 
expected to rise during the 
next 19 months. The question 
Is wbo has got the cash and 
the will to make acquisitions. 
It will take a steady nerve and 
confidence that there will 
eventually be light at the end 
of of the tunneL 


per cent while Outokumpu, the 
state-owned Furnish resources 
group, will raise its sharehold¬ 
ing slightly from 24.3 per cent 
to 24.5 per cent 
The balance of the Ivernia 
shares have been conditionally 
placed. Proceeds will be mainly 
spent at Lisheen where Ivernia 
expects to contribute I£3.75m 
to the joint venture during the 
coming year. 


Reliance 
Security 
at £3.42m 

AN INCREASED awareness of 
the need for security helped 
Reliance Security Group raise 
its pre-tax profits by 5.5 per 
cent, from £3/15m to £3.42m, in 
the year to May 1. Turnover 
advanced 13 per cent, from 
£56.1m to £63.4m. 

Mr Brian Kingham, chair¬ 
man of this USM-traded group, 
said there was also a continu¬ 
ing trend of large companies 
contracting out non-core activi¬ 
ties and Reliance was expand¬ 
ing Us geographic coverage 
with the number of offices ris¬ 
ing from 17 to 27. 

The profit increase was 
partly offset by the costs 
incurred in expanding Into 
electronic security. The bulk of 
these, amounting to £906,000, 
came in the first half and Mr 
Kingham said there were signs 
that its market was showing 
signs of recovery. 

The result was achieved 
despite net interest costs rising 
to £291.000 (£197.000). Earnings 
per share were 20.5p (19.4p> 
and a final dividend of 6.8p 
(6.2p) is proposed for a total 
payment of 9p (8.4p). A 1-for-l 
scrip is also planned. 

Strong second half 
at Assoc Nursing 

Associated Nursing Services, 
the USM-quoted private nurs¬ 
ing homes operator, consoli¬ 
dated its return to black at the 
interim stage with a strong 
second half and finished the 
year to April 4 with a pre-tax 
profit of £1.53m. 

The result was struck on 
turnover of £18.5m and com¬ 
pared with a loss of £2.33m on 
turnover of £16.6m. 

The net interest charge fell 
to £1.55ra <£1.82m). Gearing, 
after the £6.27m placing in Feb¬ 
ruary, fell to 87 per cent 
against 229 per cent last time. 
Net assets were 166p a share. 


Earnings per share came out 
at 25.7p (42.8p losses) - after 
adjusting for the placing pro¬ 
forma earnings were I8.2p. 
Again there is no final divi¬ 
dend, the last payment being 
the 1991 interim of lp. 

Significant rise to 
£1.3m for Wilshaw 

Maintaining market share at 
the same time as tightening 
cost controls and increasing 
efficiency enabled Wilshaw to 
lift pre-tax profit from £732.000 
to £1.34m in the year ended 
March 31 1992. 

Earnings per share rose to 
1.07p (0.61p) and the final divi¬ 
dend is 0.3p for a total of 0.4p 
(0.3p). 

The group saw turnover 
decline to £23.8m (£24.9m); but 
operating profit Improved to 
£2.05m (£1.81m), including an 
exceptional credit of £56.000 
(charge £182,000). and interest 
costs were cut to £709,000 
(£1.08ra). 

Specialist metals contributed 
El.OTm (£418,000) to operating 
profits, primarily because SG 
Magnets turned from a signifi¬ 
cant loss to a satisfactory 
profit. 

Building products fell to 
£365.000 (£933.000). 

City Site moves 
back into profit 

Despite poor conditions in the 
property market, City Site 
Estates returned to pre-tax 
profit in the half year ended 
March 31 1992. But the direc¬ 
tors have omitted the interim 
dividend. 

Profit came to £190,000. 
against a loss of £1.99m for the 
corresponding period which 
rose to £3.37m by the year-end. 
After the preference dividends, 
losses per share came to 2.43p 
(16.67p). 

Mr William Syson, chairman, 
explained that the modest 
profit and continuing uncer¬ 
tainty in the market prevented 
the directors from declaring an 
interim dividend. Last year it 
was 0.96p. 


NOTICE OF MEETING OF THE WAttRANTUOLDERS of 
THE MALAYSIA CAPITAL FUND LIMITED 
NOTICE IS HEREBY GIVEN tb« a meeting of dw holdcx* (“W mtiith o M w w *) of ihc 
winuu CWunniO 10 subscribe du» of p*r value US$1 each ("Shares") of The 
Malaysia Capital Fund Limited (the "Company") will be held at H3 um Hotel 
Amsterdam, ApoHolaan 138/140. Amsterdam, The Nothcdsnd* on 37th Atigsol, 1992 
at 11:30 a_m. (or ax iooo thereafter u ihc mooting of ibo Shareholder* of iho Company 
convened for 11:00 ut on ibat day c o mriu d c* or j* adjourned) .for the purpose of 
conpdcriag, and if thought St, passing iho following resolution, which wiB bo proposed 
as a Extraordinary HoaoJutkw. 1 

EXTRAORDINARY RESOLUTION 

"THAT conditionally upon Special Resolution Number 1 set out in the Notice 
convening an Extraordinary General Meeting of iho Company Tor this day winch 
accompanied iho Nortec of this Meeting (the "EGM Notice") not being passed, ibis 
Meeting of ihc Warrant holders hereby: 

(A) sanctions the passing of Special Resnhnion Number 2 set out in the EGM Notice; 

(B) anaiiwt and approves repur ch ases of Shares pursuant in pnwees conferred by 
Special Resolution Number 2 set out m ihc EGM Notice (iho "Repurchase 
proposal") notwithstanding that such repurchases shall result in red uc t ions oftbn 
capital of the Company, 

(O approves sad confirms shat repurchases of Shares pursuant to iho Repurchase 
Proposal shill not give ncc to any sdjuttmnta to ihc subscription price of the 
Warrants-. 

(D) ratifies and authorises my action which the Company has ukm or may take 
which may lead to iho withdra wal of the listing of the Warrants and iho Shares on 
Ibo Intamaiional Stock Exchange til the United Kingdom and the Republic of 
Ireland Untiled (tbc "London Stock Exchange"), notwithstanding iho undertaking 
of the Company in Clause 4(EXn) of Ihc maw m ea t dared 5th March, 1990 of the 
Company constituting ihc Warrants (as a m ended) (tbc "Warrant In u r nmen t"). In 
□Eo its reasonable endeavours to maintain such Eatings and ratifies and waives any 
breach of ihc said undertaki ng ; and 

(K) nnhotisei iho Directors of the Company to make any modifications which they 
may dunk fit to iho Warrant Instrument and the Warrant Agency Agremau dared 
5lb Mxrah WO u miy be necessary as a result of Etc withdrawal of the listing of 
the Warrants on ibo London Stock Exchange. 

By order of the Board 
Pierson, Ilddring & Pictson (Caymm) Lid 
Rogjsuard Oflfcc: CsysUo Galleries, Harbour Drive. George Town. Grand Cayman. 
British Wert India 

Notes: ... 

(i) The quorum for this mooting shall be two or more persons present holding 
Witnnu or voting certlficalcs or being proxies and being Of representing in 
aggregate the holders of not less than 10 per corn of the Warrants for tho time 
bring rcmalitinguacicicbcd. If dm meeting it adjoomod for Uric rf a quotum, at 
any such adjourned meeting, any n» or more persons present hokfing^Warrants or 
. voting certifiesles or being proxies (whatever the number of Warrants so held or 

represented] will forms qponsn. _ 

(23 Warrants miy be deposited with (or to ihc order or under ihc control of) Marym 
Guaranty Trust Company of Now Y«k (dm “Warrant Agent") Cor die purpose of 
obtaining voting certificates or giving instruction! to voce to the Warrant Agent, 
until 4S hoars before the time fixed for dm meeting bur not ihereaAcr. 

(3) Copies of the ciretdariiiacd by the Company io-Sharri»old»and WarranthoMete 

‘ dated 7til July, lM2 incorporating the EGM Notice referred to in the 
Extraordinary Resolution ate available for inspection and may be obtained by 
Wamraholdera Iran the Warrant Agent it Avenue d* An* IS. B-1040 Brussels, 
during nomul busmen hours on any busmess day up to and including the daw of 
(be meeting. 


NODCe TO HOLDERS OF INTERNATIONAL DEPOSITARY RECEIPTS IN 
• RESPECT OF SHARES OF US$ 1.00 EACH IN 

THE MALAYSIA CAPITAL FUND LIMITED 

NOTICE IS HEREBY GIVEN Biol an Extraordinary General Mooting of Tho 
Malaysia Capital Fund Urn had {the "Company") will be held at Hifton'HoM 
Amsterdam, ApoEoiaan 138/140, Amsterdam. The Netherlands on 27th August 
1992 ax 1 1.00 sun. lor lha purpose of considering, and if though! fit, passing the 
Special R es olu ti on set out in die Notice oi the said Meeting set out above. 
Holders of International Depositary Receipts ("IDRs") representing the Shares 
ol US$1.00 each In the Company (the "Shares") should note the tallowtng:- 

(a) Holders of ORS have no right kt their capacity as such to attend, vote or 
speak at tiw Meeting referred to above. 

(b) Holders ol BDfla may Instruct in writing Morgan Guaranty Trust Company 
of New York (tiie "Depositary") as to the exercise of the voting rights (3 any) 
attributable to the Shares. The Depositary will endeavour, so far as 
practicable and subject to any applicable provisions of lew or of the 

. Memorandum end Articles of Association of the Company, to exerrisa such 
voting rights In accordance with such Instructions. 

(c) Instmctione gh/en to tin Depositary shaA be in writing and shall not be 
valid unless there shafl be dofivered at any of ihe addresses sped Bed below 
rharewith either. (T) [ho ©R in respect of the Shares lor which such Instruction 
b given (or, if required by the Depository, the coupon attached to the iDR) or 
(ii) a certificate From an agent of the Depositary (or any other bank or 
depositary which may be approved by the Depositary for the purpose) to the 
effect that such DR (or coupon attached to the IDR. as Die case may be) has 
been deposited with U and Is to be held In a Nocked account until after the 
time ax which the voting rights In rasped of which the Instruction has been 
given may be exercised, 

(d) It on or. prior to 25th August 1992, no Instructions are transmitted in 
accordance whh(<$ above to the. Depositary with respect to Die voting of any 
Shares at the Meeting referred to above, ihe Depositary shall use its best 
endeavours to give a discretionary proxy to a person nominated by the 
Company In respect of such voting rights. 

(o) Copies of (Q the Circular Issued by the Company to Shareholders and 

WarranthaUera dated 7th July, 1992, containing details of the Resolution to 

be proposed at ihe Meeting referred to above; (H) the Memorandum and 
Articles of Association of the Company: (01) the Warrant Instrument dated 5th 
March, 1990 constituting the Warrants together with the Supplementary 
Instrument amending the same dated 4th July, 1991 and (hr) the Deposit 
Agreement dated 5th March, 1980 are available tor inspection by holders of 
IDRs at the offices specified below, during normal business hours on any 
business day the said Circular and of forms of voting instruction to the 
Depositary may be oblaines by holders of IDRG from Bte offices specified 
below: 

Depositary 

Morgan Guaranty Trust Conparty of New York 
Avenue dea Arts 36 
B-1040 Brussels 

Agents 

Morgan Guaranty Trust Company of New York 

1, Angel Court _ Stodwratrasse 38 Mtenzer Lanstrasser 48 

Frankfurt-am-Main 


London EC2R 7AE Zurich 8023 04000 


NOTICE OF EXTRAORDINARY GENERAL MEETING OFTHE 
SHAREHOLDERSOF 

THE MALAYSIA CAPITAL FUND LIMITED 
NOTICE IS HEREBY GIVEN ibal an Extraordinary General Meeting Df The Malaysia 
y«pnl Pund Limited (the “Company") will bo hold or HQum Hole! Amalerdam, Apoltolaan 
138/140, Amsterdam, The Neihertaadi no Z7ib August, 1992 n 1 1-00 ajn. for ihe purpose of 
ewaidering. and if thought fit, passing the following resolutions, which wilJ be proposed ns 
Special Remhuiom. 

SPECIAL RESOLUTION I 

THAT Ihe Company be wound up vehunarily and that MF Corporation Limited be »(gJOinled 
Liquidator of Iho Company for the purposes of the winding-up. 

SPECIAL RESOLUTION 2 

THAT eandiliDnally upon Special Resolution Number I above not being passed and 
condiilaaaUy upon the Extraordinary Resolution is bn proposed m the meeting of Lbc hotden 
of Warrants of ibo Company convened to be held on 27th August, 1992 or at any adjournment 
thereof being pound, the Shareholders of ihe Company hereby approve the granting to ihe 
Company of rite power us nqourchase its own shares ("shores") from time to nme in the manner 
id out in Appendix 1 w tlw drc»l» w Shareholder* nod Worm [holders doled 7ih July, 1992, 
■ copy of which has bees l*U b efo r e Oth Meeting and signed for the purpose of UattlTlaeloa 
by ihe Chairman thereof (Ihe "OnataO and, far ibis purposo 

(■) the beading id Article 14 of the Articles of Association of the Company (ihe ‘Article*") 
be amended in rad "REDEMPTION AND REPURCHASE OF SHARES and that 
Article 14(b) shall be deleted and Is hereby replaced by Ihe follow Log new Article 
14{b)i- 

*(b) Sahject to the prawitiem of Lbe Stuinc and the Memorandum of Auociiiion of 
the Company, lbe Company may purchase any of its own shares (inriudiog any 
red eemab le shores), provided thu the maimer of purchase has Hrst been authorised by 
ihe Company In general meeting, and any make payment therefor in nny manner 
ambarisod by the Smite, tndudmg out of capital*: 

(b) repurchase of Shares oe and subject to ihe terms and conditions of repurchase nw iaM 
in Appendix 1 in the Circular be and they ore hereby approved as if expressly set oar In 
foil hr this Special Resolution and the Directors of ihc Company be and they an hereby 
authorised la imptmeni the umc and to cnecute red da any document, act or think 
Decenary or desirable for iho purpose of and u connection with the carrying mil ol 
repurchases of dienes in lbe Company in accordaa ce with ouch terms and condilieoj 
Including, without l i mit a t ion, a peeing to nscfc ame ndmen ts or modif icat i on s os they 
pray think fill to any Material Contract (mehiding amending and/or increasing the 
nannermion and exposure payable to or by any party thereto). 

For Ihe purpose of this Resolution "Material Contract" means any or alt of ihc 
Administration Agreement between the Company and Pierson, Hetdring and Pierson 
(Cayman) Limited, the Invesmmi Management Agreement between the Company and 
Pierson Capital Management (Q.VX) Limited ("Ptenca BVT), Ihe Investment Advisory 
Agreement between Pierson DVI and Pi0300 Capital Management (per East) Limited, 
the Custodian Agreement between the Company and Pienao, Hetdring and Pierson 
N.v„ ibo Depositary Agreement between the Company and Morgan Guaranty Trust 
Company of New York. Brussels Office and the Warrant iniimm.ni (as amended) 
cKoaacd by the Cempany, alt dared 5th March, 1990. 

By order of the Hoard 

Pteson.lteldruigA naaeo (Caymanj Ltl 
Registered Office: Cays Idc Callcrier. Harhour Drive. George Town, Grand Cayman, British 

Wea todies 
Notes: 

(1} Forms of Proxy may be deposited ai Pierson, ffeldrtng & Pierson N.Y, Kokin S5,1013 
KK Amsterdam. The Netherlands. Attention: Mr F.H. Bos. Corporate Finance & 
Capital MsAm. no iaior than the time sposified above for the holding of the meeting. 

P) fttudre need ux be members of the Company. 

(3) Tbc quorum for the Extraordinary GcaerS] Meeting Li two Monbei* present to person or 
by prosy. IflbaEx u aos di n ai y General Meeting is adjourned for lads of quorum, nl the 
adjourned Meeting the Members present shall be a quorum. 



POWER 

...... in ....... 

euro 


Publifthcd every two weeks by the 
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Diamond sales depressed 
‘but outlook brightening’ 


COMMODITIES AND AGRICULTURE ---——- 

ed Advice tops shopping lists at Royal Show 

»CJ* Coping with reform is the main concern of visitors to Britain s premier farming event 


By Kenneth Gooding. 
Mining Correspondent 


CSO diamond sales 


DIAMOND SALES remained 
severely depressed in the first 
half of this year but the out¬ 
look was brightening and the 
industry had its stock levels 
and bank borrowing under 
firm control. That was the mes¬ 
sage yesterday from the Cen¬ 
tral Selling Organisation 
through which De Beers of 
South" Africa controls 80 per 
cent of world rough (uncut) 
diamond trade. 

The CSO's sales dropped 14 
per cent in the half-year com¬ 
pared with the same months of 
1991 to USS1.787bn. Sales were 
nearly 28 per cent below the 
peak of S2.477bn seen in the 
first half of 1990 and at their 
lowest since the first six 
months of 1987. 

In volume terms the fall was 
much steeper because there 
were price increases in March 
1989 ris.5 per cent) and 1990 
(5.5 per cenri. Also the first 
half of last year was badly 
affected by the Gulf war, which 
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cut sales to Israel, and by the 
Indian cutting houses being 
unable to pay for diamonds 
because of that country's tem¬ 
porary foreign exchange crisis. 

The first-half Call was in line 
with a forecast made by Mr 
Julian Ogilvie Thompson, De 
Beers' chairman, in April when 
be predicted a 15 per cent drop. 
The CSO said yesterday Mr 
Ogilvie Thompson still expec¬ 
ted second-half sales to be bet¬ 


ter than the S1.843bn achieved 

In July-December 1991 . 

Mr Michael Spriggs, analyst 
at the S.G. Warburg financial 
services group, suggested that 

the CSO sales "look surpris¬ 
ingly good, given the state of 
the world economy". 

The CSO said it restricted 
sales to clients In the early 
part of 1992 to stabilise the 
market. There were now 
"encouraging" signs in the US 
retail diamond jewellery mar¬ 
ket but Japan was looking 
weaker. Each market accounts 
for about 30 per cent of dia¬ 
mond jewellery retail sales. 
European jewellery sales were 
unchanged. 

Recovery might be slowed, 
however, by the impact on 
market sentiment of smuggling 
from Angola. The CSO esti¬ 
mated that the unofficial flow 
of rough diamonds from 
Angola was running at an 
annual S400m. Most were end¬ 
ing up in Antwerp where the 
CSO was doing its best to mop 
them up to add to its steadily- 
increasing stockpile. 


A CYNIC might suggest 
that there are only 
three areas of potential 
trading growth in UK agricul¬ 
ture today: weed-trimmers, to 
keep tidy the 15 per cent of 
British land that will be set- 
aside and growing weeds next 
year, following last month's 
reform of the European Com¬ 
munity's common agricultural 
policy; form sales and receiver¬ 
ships. as growers get out of 
business, voluntarily or 
because they are pushed; and 
advice on how to cope with the 
reforms, which are so funda¬ 
mental that they will change 
the face of Britain. The great¬ 
est need is for advice. 

It is offered in variety and 
profusion at this week's four- 
day Royal Show, which opened 
at Stoneleigh. Warwickshire, 
yesterday. The Royal Agricul¬ 
tural Society is staging semi¬ 
nars four times a day in a hast¬ 
ily erected marquee. Firms of 
land agents, management 
advisers and just about anyone 
who can drive a computer have 
programmed their portable 
machines with the information 
so for available to produce on- 
the-spot print-outs of inquirers' 
likely gains and losses. 

The organic farming move¬ 
ment announced yesterday 
that it did not want set-aside at 
all and would much prefer 
everybody to stop using fertil¬ 
isers and sprays and reduce 
production capacity in what 
they claimed was a more envi¬ 
ronment-friendly way. They 
were only partly satisfied that 


Coal prices continue downwards 


By Gerard McCloskey 


WORLD COAL prices are 
continuing to fall steadily as 
the return of South Africa to 
the market adds to existing 
oversupply. 

South African coal is now 
selling at about $26 a tonne 
and can be delivered to Europe 
at less than $32 a tonne. Only a 
few months ago many Euro¬ 
pean buyers made contracts for 
coal at this level free on board 
at South Africa's Richards Bay 
terminal. 

South Africa's return to mar¬ 
kets in France. Denmark and 
the US Is only part of the prob¬ 
lem in the severely over-sup¬ 
plied market. In addition to 
millions of tonnes of uncon¬ 
tracted South African coal 
looking for buyers, the former 
Soviet Union has been pushing 
coal through export terminals 
In the Baltic and the Black 
Sea. Some traders have been 
forced to ship coal from these 
ports because of congestion. 


even though no buyers have 
been found. As a result Rus¬ 
sian coal can be delivered into 
the UK for $37 a tonne, com¬ 
pared with £45 at the start of 
this year. 

If anything, the situation is 
likely to worsen with the rapid 
expansion of Indonesian 
exports now beginning to get 
into its stride and. from next 
month, the start of big ship 
< Capesize) loading at a second 
Colombian port in Santa Marta 
from one of Colombia's private 
coal exporters. Prodeco. 

The international market for 
steam coal is continuing to 
expand rapidly - a path it has 
been on since the mid-1970s. 
Last year, when 195.3m tonnes 
was traded, over I5m tonnes 
was added to export volumes. 
By the end of this decade this 
is expected to have risen to 
well in excess of 320m tonnes. 
The trouble Is that new mine 
development and, perhaps 
more importantly, expansion of 
output, at existing mines 


through better equipment and 
more flexible work practices, 
have proved more than a 
match for the pace of expand¬ 
ing demand. 

The great brake on excess 
production in years gone by 
has been strikes, with major 
disruptions in Australia. 
Poland and the US having kept 
price collapses at bay. Years of 
industrial peace, have ban¬ 
ished this to the past It is a 
reflection of the inability of the 
industry to keep itself in bal¬ 
ance that reports of a likely 
major strike in the US early 
next year is being treated as 
the solitary ray of hope. 

Such hope may prove 
unfounded, however. A major 
shut-out at one of Canada's 
major coking coal pits (Wes- 
tar), coupled with a strike at 
another (Fording), combined 
with a roof-fall halting produc¬ 
tion at New South Wales’ Kem- 
bla Coal and Coke, have failed 
to lift coking coal prices as 
much as l cent 


FARMER'S VIEWPOINT 






By Davkl Richardson 


for the first thru* community 
funding. might, as a result of 
the reform package, be avail¬ 
able to help them. They will 
only believe that when the see 
it 

Even the British Ministry of 
Agriculture, through its now 
part-privatised Agricultural 
Development and Advisory 
Service, was touting solutions 
to problems raised by the poli¬ 
cies introduced by its own 
political masters, for a foe, of 
course. 

But, as the leaflet accompa¬ 
nying the ADAS sales pitch 
conceded, the fine detail of the 
new EC agricultural policy, 
agreed on May 21, is unlikely 
to be announced until mid-Au¬ 
gust. The advice offered can 
only be approximate, therefore, 
but such is formers' confusion 
at the complicated package, 
together with their need to 
know In order to be able to 
prepare cropping plans for 
implementation this autumn, 
that all such sources of advice 
are likely to be kept busy until 


the show closes on Thursday. 

Meanwhile, enthusiasm in 
the machinery lines was 
muted. Farmers enjoy looking 
at machinery and will buy it if 
they ran possibly afford it - 

and sometimes when they can¬ 
not. But with 15 per cent less 
land to cultivate next year, 
there Is neither the cash nor 
much need to purchase. Recog¬ 
nising this, some major manu¬ 
facturers withdrew from the 
show only a few weeks ago. 

Notable among these was 
John Deere, the US/German 
tractor manufacturer, which 
has been a staunch supporter 
of the show for many years. It 
was following the example of 
other, siinilarly high profile 
firms that have been pulling 
out by dribs and drabs since 
the form recession began. 


T be organisers claimed, 
quite accurately, that 
such absentees had been 
replaced by many more compa¬ 
nies in the farm machinery 
business. But a chap selling 
hand-tools out of the back of a 
van is no substitute for a major 
international company with 
shiny tractors, flapping flags, 
and an entertainment complex 
spreading over half an acre of 
showground. 

It is all a sad reflection of the 
fact that UK tractor sales, 
always a good guide to the 
health or otherwise of the agri¬ 
cultural industry, have 
declined even further from the 
disastrously low 15,250 sold 
last year. This compares with 


between 28,000 and 29,000 in 
1983. For 1992. the Agricultural 
Engineers' Association is pre¬ 
dicting. perhaps somewhat 
optimistically, that sales will 
reach 15,000. 

It bases this forecast largely 
on tbe feet that Many tractors 
are growing old and unreliable 
and will have to be replaced 
soon. I can only report that 
most of tbe fanners I met at 
the show told me they would 
not be buying anything until 
they had absorbed exactly 
what CAP reform meant to 
them and that few thought 
they would be in a buying 
mood after that I share their 
feelings entirely. 

One often-expressed hope of 
relief from all this gloom at the 
Royal Show yesterday was the 
environmental aspect of CAP 
reform.- Tbe National Fanners' 
Union led the way. The reform 
package, Mr David Naish, tbe 
NFU president, pointed out, 
specifically allowed for farmers 
to be financially encouraged to 
improve conservation. on 
forms. Moreover, limited cash 
had been allocated to help pay 
for such activities. 

For this to become worth-. 
while for British formers, how¬ 
ever, it would be necessary for 
the UK Treasury to match the 
EC allocation, and this ai a:, 
time of flriflnrral stringency. 
Like the organic movement,, 
therefore, the NFU fears-that 
little real help may be forth¬ 
coming. 

To the casual observer the 
Royal Show, may look much as 


it did ten years ago. But that is 
an illusion. The theme 7 and 
concentration has moved from 
the production-of food to mar¬ 
keting it, and to business 
expertise in general 

The supermarket group, 
Safeway, ted the way in bridg¬ 
ing the gap a coupled of years 
ago by taking and sponsoring 
. trade stands. This year it has 
been joined by Tesco and 
Marks & Spencer, together 
with McCains, foe major buyer 
and processor of potatoes. Col¬ 
lectively, formers hope, this 
represents a slowly growing 
acceptance by tbe food -trade 
that it relief on British farmers 
for much of its raw materials, 
It is certainly welcomed by the 
farming industry at large, 
always provided that the retail¬ 
ing companies in question 
back their presence at the 
show with fair terms and 
prices for the food they buy 
from Bri tish forms. 

For, although farmers hope 
that selling to such multiple 
giants will enable them to earn 
premium prices, the present 
reality is that it is necessary to 
' cut all possible costs to stay in 
business. 

I found myself questioning, 
as I . walked around the show, 
the 150-year-old motto of the 
Royal Agricultural Society of 
England prominently displayed 
all around the ground. “Prac¬ 
tise with Science" it reads. 
That, I suggest, may now be a 
little out of date. Perhaps "Sur¬ 
vival through Economy" would 
nowbe more appropriate. 


Investors lose interest in Brazil’s mining prospects 

Bill Hinchberger reports a sharp drop in spending on the quest for min eral deposits 


‘Mad cow disease’ hits UK cattle sales 


By David Owen 


A TOTAL of 26 countries 
including the US, Japan, Rus¬ 
sia and Austria are now refus¬ 
ing to import British cattle 
because of concerns over "mad 
cow" disease or bovine spongi¬ 
form encephalopathy, the gov¬ 
ernment bas admitted. 

Responding to a parliamen¬ 
tary written question from Mr 


David Clark, shadow agricul¬ 
ture minister. Mr John Glim¬ 
mer, the minister of agricul¬ 
ture. also revealed that 19 
countries were declining to 
accept British boneless beef. 

The agriculture minister said 
Britain planned to press these 
countries to accept conditions 
recently set out by the Office 
Internationale des Epizootics 
- a worldwide veterinary 


organisation - so that "trade 
in these products may 
resume". 

He said the OIE general 
assembly recently gave its 
unanimous endorsement to 
advice that trade with the UK 
in the above products was safe 
“subject to certain conditions”. 
Many of the countries which 
had instituted import bans 
were OIE members. 


B razilian investment 
in mineral research and 
prospecting may reach 
only $40m this year, one-third 
of what was spent in 1988, 
according to Mr Arthur Schultz 
Junior, head of the research 
department of the Companhia 
de Pesquisa de Recursos Miner¬ 
als. a state-owned prospecting 
company. 

Given an average lead time 
of about eight years until 
exploitation, Brazil could be 
faced with a severe drop in 
mineral output by the begin¬ 
ning of the next century If the 
trend is not reversed. “High 
potential and low production" 
is tbe obvious result, to tbe 
words of Mr Samuel A. Hanan. 
director-vice president of Par¬ 
ana panema, the world's largest 
tin exporter and Brazil’s larg¬ 
est private mining company. 

Three factors are blamed for 
tbe depressed investment cli¬ 
mate: the extended domestic 
economic downturn, depressed 
international prices for most 
minerals in recent years, and a 


clause in the country’s 1988 
constitution that prohibits for¬ 
eign capital from holding 
majority interest in mining 
operations to most cases. 

Mr Schultz's prediction is an 
extrapolation of data from two 
recent CPRM studies on invest¬ 
ment to the Brazilian mining 
sector. They show that In 1990, 
the last year for which firm 
figures are available, $46.2m 
was spent to discover mineral 
deposits in BraziL In Canada, a 
country of comparable size and 
mining potential some $lbn is 
invested annually, about $100 
per sq km. In Brazil, just $5.40 
is spent per sq km. 

Private domestic companies 
reduced their investment in 
mining research from $53.4m 
in 1988 to *19.6m in 1990. State- 
controlled companies 
accounted for $308m in 1988 
and 524.4m two years later. 

Over the same period, invest¬ 
ment by multinational compa¬ 
nies fell even more dramatic¬ 
ally, from $37.5m to £2.2m. 
Many foreign companies are 


waiting to see if constitutional 
changes backed by President 
Fernando Collar de Mello will 
be approved by parliament An 
amendment that would elimi¬ 
nate ownership restrictions for 
foreigners was offered as part 
of the president’s 1991 package 
of constitutional reforms but 
congress has taken no action 
on that proposal Foreign min¬ 
ing interests and administra¬ 
tion officials now seem to be 
looking forward to the man¬ 
dated 1993 revision of the con¬ 
stitution. 


T he foreign ownership 
clause Is like “swim¬ 
ming tide of 

history," saysMrSchultz. who 
adds that Brazilian companies 
have a limited Investment 
capacity and cannot develop 
the country's vast mineral 
resources alone. 

Under the current constitu¬ 
tion, foreigners may main tarn 
majority control of a mining 
company in Brazil if- they 
undertake "industrial" activi¬ 


ties. Enabling legislation that 
would define what qualifies, as 

- hnTrurfrigliaarinn (n ctfl) farlrirtg 

and lawyers are not sure if it 
means mere enhancement or 
more elaborate processing. 

Bucking the downward trend 
in foreign mining investment 
is RTZ’s subsidiary, RTZ 
Miueracao Brasfl. Already the 
majority partner in a gold min¬ 
ing joint venture, RTZ is study¬ 
ing two additional projects. 
One is a nickel mine at Fortal- 

raa d a s Minas, fn Minas flgrnis 

. stated It Is also negotiating a 
proposed joint venture with 
Companhia Vale do Rio Doce, 
the state-controlled'company, 
jto/expioit the Salobo copper 
' deposit to Ehe'CaraJas region of 
the Amazon. .The company’s 
budget for exploration and 
prospecting this year Is 18m, 
says Mr Apolinar Guzman, 
managing, director and chief 
executive officer. 

Besides lobbying for its pro¬ 
posed constitutional amend¬ 
ment, the Collor administra¬ 
tion is taking other measures 


to stimulate investment in 
mining - One is approval by the 
Securities Commission pf 
equity funds for mining firms 
listed on the country's stock 
exchanges. The scheme, based 
on Canada’s “floater shares" 
programme, is expected to 
raise £100m-$20Qm, says Mr 
Elmer Prata Salomao, director 
of the National Department of 
Mine ral Production (DNPM). 
“It will guarantee that shales 
in companies that are prospect¬ 
ing have liquidity." 

The second initiative is to 
pool information and resources 
at the federal and state levels 
and share them with compa¬ 
nies, that, hold mining permits 
in relevant regions. The first 
such effort will be to the Rio 
das Velhas region in Minas 
Gerais state, the site of a 
potential gold deposit, says Mr 
Salomao. 

He adds that his department 
has prepared a deregulation 
package for the mining sector 
that is expected to be pres¬ 
ented to parliament shortly. 


WORLD COMMODITIES PRICES 


MARKET REPORT 


COCOA - London FOX 


London COCOA prices pulled 
back from earlier two-month 
highs. Dealers said the market 
was active but unable to sustain 
an early advance above £600 
a tonne for the September 
contract, relinquishing some 
of the gains to profit taking and 
technical selling. The market 
now needs a period of technical 
consolidation. There was also 
a lack of manufacturer interest 
which, if maintained, leaves the 
market vulnerable to origin 
selling, dealers said. New York 
arabica COFFEE futures were 
sharply down at midday amid 
speculation that producers who 
did not sell before last month's 
ICO meeting would soon return 

London Markets 


to the market. Most base metals 
were easing at the close on the 
LME after Comex COPPER 
quickly lost its post-holiday 
gains, undermining prices in 
London. Traders said that as 
a large part of the recent rise 
in base metals had been due 
to expectations of a recovery 
in the US economy, the 
performance of the Comex 
copper contract was being 
watched closely by traders in 
all metals. GOLD and PLATINUM 
pushed higher in modest trade 
on the London bullion market 
with an upbeat, but cautious 
resumption of US trading after 
Friday’s holiday. 

Compiled from Reuters 
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Turnover 8118 (6874) KXs of to tonnes 
ICCO indicator prices (SDRs par tonne). Dally 
price tor Jui 2 7406 (744*5) 10 day average tor 
JUI 3 693.95 (693.58) 
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LONDON METAL tXCHAHM 

_ Qese _ Previous 

Alunrintotn, WJS purity (S per tonne) 
Cash 13135-0.5 13222-32 

3 months 13*3-4 _ 1347-7.5 

Copper. Grade X (C per tonne) _ 

Cash 1300-1 1312-3 

3 months 1309-10 1315-35 

Lead (C per tonne) _ 

Cash 313-4 313-0 

3 months 324-45 329*0 

WdtlH (S per loniw) __ 

Cash 7562-7 7640-5 

3 months 7830-5 _ 7716-20 

TVi (S per tonne) 

Cash 7195-205 7010-2D 

3 months 7210-5 7040-50 

Zhc, Special High Grade (5 per tonne) 
Cash 1281-3 1299-301 

3 months 1378-7 1284-5 


(Prices auppUed by Amalgamated Metal Trading) HEATING OIL 42*00 US gsHa. centa/llS gaits CfliCaOO 
AM Official . Kerb dose Ooen InMnua -71-=-:---- 4* 


AM Official Kerb ckwe Open Interest 
Total daffy turnover 32.110 lots 


1314 

1347/1332 


1313/1308 

1313/1308 


13333-0 T341S-2 183*83 lohl 

_ Total dally turnover 86.439 Iota 

1300-1 

13092-10* 1307-7-5 123,858 tots 

Total dally turnover 7,323 lots 


315.5- 65 

328.5- 7 


3234 _ 22.790 tots 

Total daily turnover 5.687 lots 



Close 

Prevh 

Aug 

8024 

0110 

Sep 

61W 

0202 

Oct 

8218 

8287 

Nov 

6320 

6392 

Dec 

6401 

0477 

Jen 

■6426 

0492 

Feb 

8311 

8372 

Mar 

8056 

8117 

Apr 

5831 

5882 

May 

5871 

5732 


SOYABEANS 5,000 bu min; centt/BOb bushel 


8110 

nsin 

_ 

Close 

Previous 

Hlgh/Low 


8310 

6400 

6440 

0340 

6000 

0 - 

. Jui 
Aug 
Sep 

674/0 
or ft B 
578/4 

589/8 

BBS/S 

597/2 

578/0 

563/0 

585/4 

671/4 

572/0 

57010 

Nov 

Jan 

566/4 

594/2 

604/8 

813/2 

582/0 

598/4 

582/0 

562/0 

Mar 

803/4 

620/4 

608/0 

60174 

0 • 

May 

009/4 

825/4 

813/4 

60710 


7610-5 24,643 tots 

Total dally turnover 2.407 loti 


7170-5 11.017 lots 

Total dally turnover 14.583 lots 


1282.5/1282 

1282/1265 


LME Closing C/S rates 
SPOT- 1.9075 


3 months; 1.8815 


6 months: 1.8506 


9 months; 1.8270 


SUGAR - London POX 


Tumover-1399 (1195) lots o) 5 tonnes 
ICO indicator prices (US cents per pound) tor 
Jui Z Comp, (tally 47.79 |4tL98) 15 day average 
47.63 (47 81) 


LONDON BULLION IIAMUrT 

(Prlces supplied by N M Rothschild] 


New York 


COCOA 10 tormesaWonnei __ 

_ Close Previous Wgh/Lcw 

Ail 938 012 962 S35 

Sep 980 959 997 961 

Dm 1047 1013 1058 1037 

Mar 1089 1057 1090 1081 

May 1118 1063 1118 -1110 

Jut 1144 1112 1143 1140 

Sap 1174 1141 - 1187 1167 

Dee 1215 1180 0 0 

Mar 1250 1218 0 0 

May 1278 1244 0 g. 


BOYASEAH OS. 80.000 Uta; caetaflb 

Close Previous High/Low 

Jui 19.73 2029 19.92 1&65 

Aug 19*2 20.41 . . 2006 1978 


Sap 19-96 2058 2023 1020 

Oct 20.11 20.70 20.35 20.03 

Ote 2039 21.01 2065 2032 

Jan 2051 21.14 2075 20.48 

Mar 2075 21.40 2055 2075 

21X0 21.70 21X0 21*0 - 


. 100 tone; Hon 


SPOT MARKBTS 


Crude oil [per barrel FOB) 


Dubai 

Brent Blend (daMdi 
Brent Blend (Aug) 
W T.l (1 pm asl) 


sia.so-aesz -. 12 s 

$20.4*0.50 -.175 
520.60-0 65 -.175 
S21.B5-2.OOz -.025 


05 products 

(NWE prompt delivery par tonne OF) 


Premium Gasoline 
Gas Oil 
Heavy Fuel Oil 
Naphtha 


5227-229 -20 
SIB6-187 -3 0 
S84-85 -0.5 
Si99-200 -4 0 


Raw 

Close 

Previous 

Hlgh/Low 

Aug 

223.00 

223.0 

221.20 

Od 

209.60 

209l0 

208.60 208.40 

Dec 

186.00 

196.0 

ieaea 190.40 

White 

Close 

Previous 

Kgh/Low 

Aug 

290JU 

288.00 

290.00 28800 

Oct 

284.00 

264JO 

2B4J50 282.00 

Dec 

264J>0 

284 SO 

26430 263.00 

Mar 

287.40 

287,50 

287.60 285.50 

May 

271.00 


271 JO 289.00 

Aug 

276.40 


276.00 274.10 


POTATOES - London FOX 


Close Previous High/Low 


Turnover 119 (1821 kits at 20 tonnes. 


Petnxaum Argus EsOmana. 


Otter 


+ or • 

Gold (per troy 0 zhf> 

S346.S5 

r-0.55 

Sliver (per troy ozj+ 

405 DC 


Platinum (per troy oz) 

5386.65 

fO.65 

Palladium (per troy 021 

SS3.5 


Copper [US Producer) 

115.75c 


Lead /US Producer) 

37 0c 

-030 

Tin (Kuala Lumpur market) 18.00r 

+ O.SO 

Tin (New York) 

332.50c 

+ 50 

Zmc [US Prime Western) 

62.0c 


Cattle (live weightt 

109340 

+ 072’ 

Sheep (Hve weight)^ 

74.43p 

+ 064- 

Pigs (live woighi)t 

88 49p 

-0.73" 

London daily sugar (raw) 

SJSl.Ow 


London daily sugar (while) S£52.0w 

+ 1.0 

Tate and Lyle export price 

£240.0 

+ 0.5 

Barley (English feed) 

El 11.0 


Maiza [US No. 3 yellow) 

E149J) 


Wheat (US Dark Northern) 

UrWJ 


Rubber (Aug)V 

50J3p 

■025 

Rubber (Sap)V 

502 5p 

-0.25 

Rubber (KL ASS No 1 Jui) 

220. Or 

-1.0 

Coconut oil (Philipoineefi 

SSTOOl 


Palm oil (Malaysian# 

5385Oz 

-2.5 

Copra (Philippines)!} 

3372.5 


Soyabeans (US) 

E 139.5 

+ 1.0 

Cotton "A" lnde» 

65.60c 


wooflofrt i64a Super) 

377p 



Turnover; Raw 93 (51) lots of SO tonnes 
While 1324 (738) 

Paris- Whits (FPr par tonne); Aug 1479.52 Oct 
1357.28 


SOVAMZAL - London FOX _ Vt 

Close Previous High/Low 

Aug 119*0 121.00 119.00 

Od 120-00 121.00 12000 


Gold {troy on] 

_ 8 price E equivalent 

CIOSO 34040-346.70 

Opening 346.20346.60 

Morning fix 34620 181.637 

Afternoon fbt 348.60 181.134 

Day's high 348JO-347.10 

Day's low 348.10-34640 _ 

Loco Lrin Mean Gold Landtag Rates (Vs US5) 

1 month 3.17 8 months 3.11 


SOLO 100 trey trz_; 5/tray 02. 


g *C~ 37jooibs; centa/Bta 
Ctoee Previous . tflgh/Low - 


Jul 

3406 

3406 

0 

0 

Jul 

Sep 

5720 

5920 

0820 

60*0 

.. 66.00 
59*5 

57.00 

68.40 

Aug 

347* 

347* 

3402 

346* -- 

Dec 

82.06 

BUS 

02-30 

6125. 

Sep 

3403 

3404 

0 

0 

Mar 

04.70 

6620 

0420 

64,10 

Oct 

349 2 

349.3 

350* . 

340.7 

umy 


89*8 

6020 

objas 

Dec 

3512 

3512 

352* 

3602 

Jul 

71.15 

7U5 

0 

0 

Fab 

3532 

3532 

363.1 

353-1 

Sep 

73.15 

7425 

0 

. 0 . 

Apr 

35&2 

3552 

0 

0 

Dec 

7723 

7725 

77*0 

77*0 


- Jut 

1732 

1792 

1702 

174* 

Aug 

176* 

180* 

1702 


Sep 

176* 

1012 

1772 



1922 

1982 

19M 

tS2* 


193* 

1902 

1942 


Jan 

1932 

198* 

194* 

193* 


. 1942 

199.5 

196* . 


May 

1862 

201* 

197* 

195* 


2 months 

3 months 


323 12 months 

3.12 


Saver Rx p/troy oz 


Jun 357 J 357.5 357.0 

Aug 3665 359* 0 

PLATMUM 50 tray oc Srtroy OS 

Close Previous Hlgh/Low. 


Turnover 175 (Ojlots of SO tonnes. 


Spot 212.10 

3 months 21720 

8 months 222.40 

12 months 232.60 


Jui 3362 3866 

Oct 3860 3866 

Jen 3885 - 387.1 

Apr 3865 387.1 


Aug 

Sep 

Oct 

Nov 

Dec 

Jan 



2DJ0 


nuoom - London FOX 

SlO/Index point 

20.54 

2179 

20.74 2048 


Ckao 

Previous 

High/Low 




Jul 

1025 

1010 

1025 1010 

2025 


20-48 2022 

Aug 

1040 

1030 

1040 1025 

2024 


20.40 2028 

Ota 

1185 

1175 

1190 1175 

20.00 

20 87 


BR 

1049 

1053 



LVBB SJOOO troy oc cants/Troy os 
Close Previous Hlgh/Low 


8UOAW iOm*11* 116000 lbs; oenta/lbs . 
• • • Close Previous . Hlgh/Low - 

55 633 930 020 ' 951 

Mar 944 620 9-28 612' 

May 620 .618 922 610 

JUJ 618 609 8.18 0.12 -- 

Od ‘ '607 . 602 0 0 


MAIZE 6000 bg mtn; centt/S8» bushel 
• Oose - Previous Hlgh/Lo* 
j5 243/4" 240/6 245/0 

Sep 244/0 253/2 248/0 

Dec 246/4 257/0 260/0 

Mar 253/8 • 263/6 257/2 

.May 257/2 288/0 281/0 

Jp* 380/4 260/2 204/0 


Hlgh/Low 


248/0 

241/2 

248/0 

2438) 

260/0 

24510 

2S7/2 

252/4 

281/0 

256/6 

204/0 

259/6 


WHEAT 6000 bu nUn; cena/aoto-punhef 
__Close Previous Hgti/Low 




C equivalent 


COTTON amOQj centafflte 
Ouse Previous 


Krugerrand 3460044600 182.00-184.00 

Maple leaf 356.85-39615 - 

New Sovereign 83006600 43BW600 


Turnover 20275 (7897) 


Turnover 115 (109] 


GASOIL - IPN 

Ctoee 

Previous 

an 

Hlgh/Low 

Jul 

187*0 

189*0 

180.00 187*0 

Aug 

169.00 

191.00 

101*0 188.50 

Sep 

190.75 

193.00 

19325 190.50 

Oct 

16325 

165.00 

19526 192.75 

Nov 

194.75 

190*0 

196.75 194*0 

Dec 

195.50 

16725 

107.76 195*0 

Jan 

194.00 

1962S 

794*0 104*0 


TRAMP OPTIONS 


GBAIHS ~ London POX 
Wheat Close Prevtau 


Nov 114.85 115.00 

Jen 11630 11640 

Mar 121.10 12140 

May 124 00 124.23 


Previous Hlgh/Low 
115.00 115P0 114.70 

11640 11600 118X0 

121 40 12U5 121.10 

124.23 124.00 


AtataMum (99.7%) Cells _ Puts 

Strike price 5 tonne Sep Dec Sep Doc 


Jut SSL 70 ' 8620 

Oct 6655 6658 

Dec 8696 6644 

Mar ■ 62.17 . 03*6 
May '8223 8423 

Jui 8630 6653 

Oct 63.47 8329 


6820 6825 

-03.75 8650 

82-TO 8028 

83.15 62.10 

8325 8227 

2420' 6320 

63-73 - 63J5 


Ju< 33*0. 337/0 837/0 .883/0 

Sep 338/0 339/4 339/4 334/9 

£*= *12 360/0 

asm 354 /e 383/0 350/0 

-*S2 / 0 WO 348/D 

M 827/0 - 831* 331/0 327/0 


V.'. '..■■■ 


LIVE CATUB 40200 IHreents/lhs 

OKom Previous Hlgh/Low 


V '• : 


93 120 6 12 

29 Sfl 4p 45 

5 20 115 107 


MQH QWADECOPPCa 25,000 lbs: oanto/lha 
Ctoee Previous Hlgh/Low 


Copper (Grade A) 


Boday Close 


Turnover 17358 (6277) His el 100 tonnes 


£ a lonrw unless otherwise staled, p-pence/kg- 
c-cems/lb r-nnggit/kg.r-Aug/Sep y-July w-Jul/ 
Aug z-Aug . fMeat Commission average fats- 
wckcmces.' change irom a week ago VLondon 
physical. 5CIF Rotterdam + Bunion market 
nose m-Malayatan cent9ffig.4»Sheep prices arc 
now live weight prices.It previous Figure should 
have been 2502 . . 


There were 13274 packages tor the day. 
reports Ihe Tea Brokers' Association There 
was improved demand but prices were 
irregular. Landed Bright liquoring east 
Africans and good mediums came to a firm 
mortal while lesser mediums proved a 
strong feature- Central African teas sold 
readily ar last rates with brighter sorts 
dearer. Offshore more general demand. 
Most descriptions realised firm to ooarar 
rates aimougn plainer teas attracted less 
active support The highest price realised 
lids weak was 210p lor a Kenya pd. 
Oudiaaons: quality i86p. good medium 
i35p. medium llOp. tgw medium BOp 


Close Previous Hlgh/Low 
113*0 113.70 113.60 11350 

11670 117.00 11670 118.65 

MB 00 11615 11600 H8.75 

120. SO 120.40 12050 120-20 


137 134 11 41 

87 76 38 83 

25 41 96 143 


11140 17220 ' 111JW 

mOO 111:65: 11120 

112.00 11240 11145 

•11125 0 0 

11120 0 - - 0 


OHAMQC JUICE 

.Ckwe 


16200 toccenoma 
Previous High/Law 


-Jtlf '• ■«630 
Sap ,121.40 


11020 111.30 1102S 


Nov ' 11420 
Jan ■ -11325 


Mar .11120 
May. 11320 


Turnover. Wheat IBS (312). Barley 150 (555). 
Turnover lots oMGo Tonnes. 


Sep Nov Sap Nov 

"iod 12 s i a 

60 B3 7 II 

27 60 24 i» 


10820 10620 10675 


Sep One Sep Oaa 


PIQ3 - Loudon POX [Cash Soatenrerrf] pOtg 
Close Previous Wgh/tnw 


Jul 

118.0 111.0 

1112 110* 

Aug 

101.5 

1012 101.0 

Sep 

104.0 

103.0 

Nov 

104.0 

104.0 


32 11 

18 44 22 27 

10 31 38 38 


Aug Sep Aug Sep 


Turnover 23 (7) lots of 3250 kg 


29 21 61 

12 38 GO 73 

6 


Apr 10640 10825 0 _ 0 

CBUDSO6(Ugtrq42200USga0e6atane1 
dose Previous Hlgh/Low 

Aug 2129 22.1o 22.03 2129 

Sep 21.79 2149 21JM 21J9 

0«a 21.72 2141 2124 21.69 

Nov 2128 2124 31.76. 2125 

Doc 21.99 21.75 21.68 21JH 

Jan 21.47 2124 2127 21.48 

Fab 2124 2120 2123 2122 

Mar 2121 2128 81-36 2126 

Apr . 21.09 2124 21.15 21.14 

May 2029 21.13 2125 21.05 


Jut 11175 
S#p 112.75 


Nov 112.75 


"13620 .. 12720 12610 

11820 12125 ' 11820 

11326- 11600 )1670- 

11225 T1«20 ; 11220. 

11680' .114201> t1220: 

rutaa a .. \ a .. 

11320 0 - . . ‘ . O' - . 

11320 . 0 • 0-' 

11420 D O 


76825 76425 73250 wm 

" ™ ™ sss 

ro-MSO 71.450 70250 

Feb 76260 70250 1 70200. 70 Iflfl 

Apr 71200 71,475 TiisO 

.99.150 60.026 69230 23 


MWH8 (Base: September 16 1881 - 100 ) 
Jui 6 ■ • JufS- .mrdh ago yr ago 
- 1545.6 ,1547,1 15072 -17267. 

DOW JONB8 (Base: Dec. 31 1974~ ■ lOQ).- 
. 3u13 Jut 3 mntti ago yr ago 
Spot' - 11621 • '• .. 

Futoraa- ' - Tia.79 - : ■ 


1JV1HOQ8 46000 lb; cawta/Bn ~ 
_ ct0 *° Previbm fOgh/Low 

-iSS' 

SS 441060 

Oct 39J5Q 36100 38225 

S'® 5 t0jan 

Fbb _ 41250- 42200 422E0 

. 41.400 41.700 41200 

Jun'. 46700 47.000 . 47288 


^ I Er . 


PQHK MUUEA 4Q20P Iba; csnteflb -- 

^ ~ a °” ; .Previous.- WgtuLnw ' ” 

M 30280 .36375 31*76 ‘E&0 

£2 . 38260 26860 28.1QQ 

Mi.. 36200 26735 . 37200 36.029 

Mar -' 36800- ‘ 36250 37.100 £jS0 

May 36800 37250 - 36000 36380 

Jot' 3K300 36900 37200 




t*. 
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LONDON STOCK EXCHANGE 


Renewed pessimism as rate hopes fade 


C«wnnwMS«B« 


FINANCIAL TIMES STOCK INDICES 


S<nM Com pt la Bon 


By Terry Byland, 

UK Stock Haricot Editor 

INTEREST rate optimism 
melted away like summer 
snow on the London stock mar¬ 
ket yesterday, leaving share 
prices to crumble in the face of 
the flow of bad news on the 
economic and corporate fronts. 

With sterling floundering fol¬ 
lowing Italy's move to higher 
interest rates, - and initial 
reports from the G7 summit 
offering little confidence for 
expansion of world economies, 
shares quickly tamed lower. 

Gloomy views of the domes¬ 
tic economy were fuelled by 
news that consumer credit con¬ 
tinued to fail In May, while dis¬ 
closure of a rise m. new .car 
s ates last month am wttte • to 
rally confidence. ‘ .. 


At. worst, the FF-SE Index 
was. store, than 34 points-: off 
aWwiigh ft recovered slightly- 
by the . closer London shied 
away ffom:the fall of 6.75 on 
. the .Dow. in:, early , trading, 
which.indicated that the US 
market continued to find little 
solace in last week’s cut in the 
Federal discount tirte. 

~ The:FPSB index; ended the 
da; at 2,469 exactly, a loss of 
28JL.The market is stiUhang- 
lng uncomfortably inside the 
f gain of 132 points achieved on 
^April 10, after thoie-election. of 
Bfr John Major’s^Canservatrve 
government. On April 9, poll¬ 
ing day, the Footsieclosed at 
^ 2,436.4; last night, traders were 
looting apprehensively at the 
gap of only 32.6 points left 
before the market slumps into 
ite preitection -territory.. 


Account Pglng Pates 

*Hni Doataga: 

Jun 13 Jan 29 Jid a 

Oodoa llMiandflAfl! 

Jun afi . Jul 9 Jtf23 


Jun 28 _ JU 10 - jm 34 

Vto au nl Bay: 

jus Jui a Aua 2 

OftM teaBog* uy Mfc* plana Ha 
UOaatM bo .b uto days aarflar. ; 


Worries regarding corporate 
activity were emphasised by 
the failure of Forte to clinch 
the sale of its contract catering 
divisions, announced after the 
market dosed on Friday. 

Union Discount, the UK bOL 
discount and finance house, 
passed its interim dividend 
after announcing a £lSm half- 
year loss. Asda, the supermar¬ 
ket group, announced a £36Sm 
loss and elsewhere among con¬ 


sume* issues, brewery stocks 
weakened 

But once again, much of the 
Interest was focused around 
fire stock index futures sector, 
where several UK securities 
houses were sellers of the Sep¬ 
tember contract on the FT-SE 
Index. 

The stock market looked 
thoroughly demoralised and 
the only favourable trend was 
die absence of selling pressure 
or. indeed, of Investment activ¬ 
ity of any description. 

Trading volume was 
extremely thin; Seaq volume 
was still below 100 m shares at 
U-OOam. By the end of the day. 
volume had reached only 
274.8m shares — “Christmas 
Eve business 1 ’, said one trader 
- compared with 429.9m on 
Friday. Daily turnover 


remained well below £lbn last 
week and yesterday was 
dearly no better. 

Wall Street-orientated stocks, 
like Rank Organisation, Reu¬ 
ters and Reed International, 
took punishment One of the 
weakest spots in the market 
was ICI, as brokers warned 
that the company is a victim of 

the slowdown in world econo¬ 
mies and the share price is 
held back by awareness that a 
US house holds a large stake 
which it needs to sell in the 
market 

Among the international 
blue chips, only BP, stDl smart¬ 
ing from its recent misfor¬ 
tunes, managed to hold steady, 
encouraged by support from 

investors taking the view that 
the downturn has been over¬ 
done. 


Ftxad Interest 
Ordinary Share# 


FT-SE 100 Share 


FT-SE Eurotrack 200 115&32 1188.38 116030 HSi.2-1 1169.77 1136.B0 


•Old. Dhr. Yield 4.87 4.80 4.83 4 79 

•Earning Yld %{full) 7.13 7.03 7 07 7.01 

•R/E Ratlo(NaiH:>) 17.61 17.66 17.7J 17,90 

SEAQ Barg ns 5.00pm 19.491 20.600 20,020 20.570 
Equity Tumover|Cm)t - 803.8 816.6 982.7 

Equity Bargains! - 22.547 22.487 2233 0 

Shares Traded (ml)t - 343.3 m3 412.9 

Ordinary Share Index, Hourly change* Day’s High 1605.1 


4.80 

-4.33 

4 78 

4.72 

4.97 

7.03 

7 07 

7.01 

692 

874 

1786 

17.74 

17.90 

18.12 

14 08 

20^00 

20,020 

20.570 

20.844 

24,582 

803.8 

916.6 

932.7 

839.9 

5362 

22.547 

22.487 

22330 

23.044 

24.295 

343.3 

339.3 

412.9 

378.5 

2606 


FT-SE 100, Hourly changes 


Day's High 249S.3 


Day's Low 1882.0 


Day's Low 2463.0 


FT-SE Eurotrack 200, Hourly changes Day's High 1164.03 Day's Low 1156.19 


10.30 am 
1162.77 


(2215) 1314) (22/5/82) (26/6/40) 

160.6 89.3 734.7 43.5 

llQil) (1/7) 11572/83) (26/10771) 

2737.8 2382-7 2737 8 9869 

111/S) (3/4) (11/S/32) (23/7/84) 

1248 79 1120.S2 1248.79 938 62 

111/S) 18/1) (11/5/92) (16/1/91) 

be IDO 6 m. See iSnorM. Rial nn 10% taftanr 
1/7/35, COS rues 12/W5& Bate I OOP FT-SE 100 31/17*1 
l FT-5I tunttac* ZW 3E/Uroo « im _ 

GILT EDGED ACTIVITY 

Indices' _ July 3 July 2 

. Gilt Edged 

-. Bargains 94.6 100.7 

jj 5-Day average 92.7 92.0 

3 'SE Activity 1974. 

3 tExcluding intra-market 

business and Overseas turnover. 

9 London report and latest Snare Index: 
-] Tel. 0891 123001. Calls Charged at 36p/ 
I minute cheap rate. 48p/minute ai all 
J other Umes. 


ICI falls 
to year’s 
low point 

CHEMICALS giant Id, often 
viewed as the barometer of 
British corporate performance, 
fell to its lowest level this year 
as sellers re-appeared. The set¬ 
back of 35 to U39p brought it 
to within easy reach of =the 
range last seen Immediately 
following the stock market 
crash of October 1987. Yester¬ 
day's slide was prompted "by 
rumour rather than fact, or, as 
one dealer put it “There are 
any number of excuses but no 
stories." 

The excuse with most , sub¬ 
stance was the announcement, 
late last week, that ICI had 
agreed a 54 per cent pay settle¬ 
ment This was inline withthe 
group’s big German rivals but 
there had been some anticipa¬ 
tion in the market that at a 
time when margins are being 
squeezed, it might be lower. 

The second excuse related to 
Goldman Sachs' reputed 10m 
share stake in ICI, reportedly 
bought from Hanson for £14 a 
share. There was comment 
that Goldman might abandon 
any hope of getting its money 
back and may be about to cut 
its losses, leaving the market 
awash with Id stock. 

Finally , some commentators 
pointed to the failure o£ Span¬ 
ish chemical group Ercros to 
reschedule. 82.15 bn (£L12bn) of 
debt: However, - Ercros is 
beayfl^ tovofted in-fertilisers, 
a sector which' Id largely 
moved out of last year, and tire 
trading environment of the two 
companies appears very 
different 

Forte setback 

A series of downgrades in 
Forte yesterday followed the 
hotel group’s decision to pull 
cnxt of negotiations to sell its 
catering division, including the 
Gardner Merchant subsidiary, 
which it announced after the 
market dosed on Friday. The 
shares Ml 6 to 17%) in heavy 
trading of 6m. 

Profit forecasts for this year 
have been pruned by around a 
fifth to between £86m to £100m, 
with the company’s broker 
UBS. Phillips & Drew at the 
bottom of the range. While 
most of the blame was on the 
dire state of the UK hotel mar¬ 
ket, the collapse of negotia¬ 
tions prompted talk of Forte's 
growing “credibility problem" 
amongst investors. 

Meanwhile, the latest names 


NEW HIGHS AND 
LOWS FOR 1992 


to be Halted wi to Ga rdner Mer¬ 
chant indnde^KRRy the New 
York buy-out ’spedallstB. who 
may try and revive a buy-out 
with the Gardner management, 
and French ; outside caterers 
Sodexho - although such a 
move would'leEtve Forte with a 
. rump of catering businesses it 
did not want Compass Group, 
which returned from suspen¬ 
sion following .the collapse of 
the talks, tumbled 46 to 443p.. 

Asda nervous 

Poor results from Asda were 
expected' and the shares 
remained steady, shading a 
halfpenny to ,29%p in below- 
' average-volume of 7.5m. Ana¬ 
lysts held out some hope that 
the' group, now under new 
management, could recover 
.market share- - . although 
tough trading conditions and 
strong competition meant that 
they remained cautious on the 
stock.. 

Mr Ian McDoogall at Nomura 
said; “Asda needs to reposition 
itself and return to a more vab 
ne-for-money approach. But it 
is up against-stiff opposition in 
a difficult market. Patience 
wfll be needed,." - 

Glaxo rally 

' A sharp fell in the price of 
Bia™ was hated in the after¬ 
noon after one US house was 
said to have stressed its posi¬ 
tive stance on the stock. 

Glaxo fell 24 in early trading 
as. dealers hit companies that 
trade heavily in New York. 


The shares recovered to dose 
only 13 off at 64Sp. with mar- 
ketmakers saying that Dr Jon¬ 
athan Gelles of Wertheim 
Schroder had issued a buy 
note. Dr Gelles was in London 

for mwitinp i ynrf imnvaflahTp 

for comment. 

Un. Discount fall 

Troubled discount house 
Union Discount almost halved, 
eventually closing a net 51 
lower at 64p, after the group 
signalled that it expected to 
record a loss of as much as 
£15m for the six months to the 
end of June and that the 
interim dividend would be 
omitted. 

Other discount house shares 
were marked down sharply in 
the wake of the Union Dis¬ 
count news. 

More downgrades of Buzmah 
Castrol were said to be in the 
pipeline with the shares 
closing a further 7 off at 
576p. 

Merchant hanks, already suf¬ 
fering from the extremely low 
activity in the stock market 
and the dearth of takeover bids 
and other corporate activity, 
were upset by tire poor perfor¬ 
mance of Union Discount’s 
money broking operation. 

S.G. Warburg, regarded by 
many as the leading trader in 
gilts, money markets and equi¬ 
ties in the UK, dropped 5 more 
to 490p. Kleinwort Benson, 
another big trader in UK mar¬ 
kets, retreated 23 to 259p, 
although turnover was a paltry 
275,000 shares. Schroders 
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dropped 23 to 1085p and 
Haxobros 4 to 243p. 

Wellcome picked up 6 to 883p 
as the global book on the share 
flotation opened yesterday. 
Wellcome Trust, which owns 
around 75 per cent of the 
shares, is set to float some 
330m of them and analysts are 
beginning to talk about a price 
of between 750p and 800p for 
the issue. There was also spec¬ 
ulation that the shares were 
squeezed up as some bears 
closed their positions. Mean¬ 
while, Japanese investors are 


c->J(-i 


FTrACTUARIES SHARE INDICES 


® ThtThancU Thnoi Lid 1909. CompBod by the Fin a nci al Times lid 
fat confunctkMi vrith the In stitu te o< Act uaries and the Faculty of Actuaries 


said to be holding fire on 
whether or not to invest in the 
flotation until they see bow 
much interest there is. 

Solid results from Scottish & 
Newcastle helped the stock 
stand out in a weak drinks sec¬ 
tor. The shares gained 3 to 
463p. 

In a weak leisure sector 
beset by recovery worries. Lad- 
broke stood out as Smith New 
Coart recommended buying as 
concerns over its property 
interests had been overdone. 
The shares edged up a penny 
to 203p. Elsewhere Rank 
Organisation tumbled 20 to 
623p ahead of results on Thurs¬ 
day, while a BZW downgrade 
hit Thorn EMI, off 17 at 773p. 

Container group Tiphook 
tumbled after it reported fig¬ 
ures below analysts’ expecta¬ 
tions. The shares fell 54 to 333p 
after it revealed full-year prof¬ 
its up Elfin at £86.4m. 

Profit taking and general 
market sentiment caused a 
slide in BM Group. The shares 
gave up 24 to 121p. 

Engineering and industrial 
manufacturing company TT 
Group eased 7 to 215p after it 
proposed a merger with AB 
Electronic Products Group in 
which it had bought a 645 per 
cent stake. Shares in AB 
responded by jumping 12 to 
90p. 

MARKET REPORTERS: 

Peter John, Joel KBrazo, 

Chris Price, Steve Thompson. 

■ Other market statistics, includ¬ 
ing toe FT-Actuar/es Share Indi¬ 
ces and London Traded Options. 
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BRITISH FUNDS 
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Based an the trading volume tor a selection of Alpha 
more are rounded down. 
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EQUITY FUTURES AND OPTIONS TRADING 


STOCK Index futures gave np 
Friday's gains as dealers 
focused instead on the lack of 
further news of a ent in UK 
base rates, writes Joel Kibazo. 

After brief strength at the 
session's opening, the set! off 
of September got underway 
and the contract fell to 2.491 
by 10.15am, down 15 from its 
opening, and sending the 
underlying cash market lower. 
BZW and County NatWest 
were reported to have been the 
two leading institutions cm the 


offer, with others choosing to 
remain on the sidelines. How¬ 
ever. weakness in the gilts and 
sterling markets, caused by a 
lack of news on interest rates, 
led to further fells. 

Wall Street's performance 
had little effect on the down¬ 
ward trend in the contract and 
September closed at 2,490, 
down 42 on Friday’s close and 
around 5 points below its esti¬ 
mated fair value premium to 
cash of about 25. 

Traded options also saw a 


fall in activity and turnover 
reached only 25,476, against 
Friday's total of 31,570 lots. 
The FT-SE 100 option traded 
10,247 contracts and the Euro 
FT-SE 100 option 2,717 
contracts. 

Land Securities was the 
busiest stock option with a 
day's total of 1,138 lots. Most 
of the business was concen¬ 
trated in the October 390 calls. 
This was followed by GEC at 
1,057 lots and by Hillsdown at 
963 lots. 
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CROATIA 


The FT proposes lo 
publish this survey on 
September I 1992. 
This is the first 
survey to be 
published by the 
Financial Times on 
the Republic of 
Croatia and as such 
it will generate a 
great deal of interest 
among our influential 
readers in over 160 
countries worldwide. 
To reach this 
audience through 
your advertisement 
and to obtain a copy 
of the editorial 
synopsis contact : 
Zeljko Paul Mandic 
Tel: 081-399 8828 
Fax: 081-399 7196 
or 

Connie Davis 
Tel: 071-873 3514 
Fax: 071-873 3428 
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1100 

28 04 

28 03 

30 65 

1130 

28 05 

26 03 

30 65 

1200 

28 00 

20 36 

2194 

1330 

2105 

28 35 

28 94 

1300 

26.04 

26 35 

2B5J 

1330 

37 » 

25 61 

38 17 

1400 

37 » 

35 26 

27 81 

1430 

27 00 

25 36 

27 81 

1500 

25 76 

24 3? 

2685 

1530 

25.78 

24 K 

16 65 

1600 

MOO 

25.27 

27.82 

1630 

2804 

26.01 

3064 

1750 

2105 

38 01 

30 63 

1730 

38(0 

38 01 

3062 

1800 

2801 

38 00 

30 64 

1630 

25 75 

24 33 

2687 

1300 

2S7S 

24 21 

26.77 

1930 

25 75 

53 45 

26 01 

3000 

24 63 

22.51 

25 06 

3030 

22.94 

22 51 

25 06 

2100 

2204 

X> 77 

25 7) 

2130 

34 25 

28 65 

21 41 

2200 

28 00 

31 42 

33.85 

2230 

28 M 

35 62 

38.57 

2300 

26 00 

35 83 

3882 

3330 

31.90 

*« 44 

25.00 

2400 

1150 

17 73 

17.73 


PfKH in MafMrvnd Kw cveiv hal*nnur in 
QWC n uvenly^otir twov penixr am in 
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nxraori and *o mo te*i, eg Clt Bfi MWi 
betdlMM 1 8 M&/KNn Pra.lxicn Tor too 
dMonnNulion pool « retadn m Ihe 

Poefaiio »nti ietifcmjrro earrd^nen^ wnicri 
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UVOtiQh Ino P«9< Tna provisional Pooi 
Purcfiitso Prlca ic Auojeci io i«»«ion or 

cgriKlion unili imur p«n| prices are 

dretermtoad appro*tmalckv haonty-iouf tiava 
■Mp we rioy ol tiod>np Pool StUmp Price *• 
lag price paid br puichosatii of oiKiricKi 
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aepotitioni upon mo arienvunoiion ol pooi 

PurpWM Price fmi pool pncgi me pi«o 

upAMt ol rewtoto*i 
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FINANCIAL TIMES TUESOAY_JULY_7_19g2_ 


AMERICANS 


«WH Pm £ - 

Abotm Litts_n IS* c_ 

•Allegheny 4 W_ 2S8p_ 

Amdahl_ MOp_ 

Aitki Cvararoid_ 19 % __ 

Amar Expos- U,\ri __ 

AmerTST__ 

Amertwh_HU_ 

BaikArtKrtEL_ . Z4>art_ 


BarkereNV_atjjd_ 

Bel Ate se- 22 ij_ 

BeSSouft- » — 

VBtiiHehem Steel 7|£d — 

Bowaiet_ iBQBptf — 

CPC_h »,;d _ 

YCadc Land Inc_2l3p — 

Catoorou Enqy-fiZSp — 

Campoe* Soup_ 0[Jrt — 

Chaw Manhattan_ll’gid — 

Chrysler.-_ IS U rtf- 

UtKflip_11 ia«<- 

Colgate-Paini_ - 

Conn Bart'_ S85p- 

Oar-j.-- H'i«i — 

Data General- 3Mp - 

fOecora tmts_W5p - 

Dus S Brad.— H’s - 

Faron_ 39 ^ — 

Ecnlrt- W%ta — 

FPI---Till id - 

Fluor a, 1 . - 

Ford Motor- 22 ft - 

GoiQcu-«Uol - 

YGerarf Host_- 

rweiie_a%«i — 

Hasdro_IU.- 

Honeywel_35 Ud - 

Houston lints-MU — 

IBM_ 50Sta _ 


rwetie_a%«i — 

Has&o_1SU- 

Honeywei_JS'j nt - 

Houston Imla-MU — 

IBM_ 50Sd _ 

tngnisoB-fland_h I4,V<t — 


Loditmd_ 

Lime's--It 

MorJ Lynch _ 

Morgan rjP>- 


a _ 

1D38p - 

27<d 

0% — 


Moms iPmtpi.-««sd — 

NVHEX_41 Is _ 

For Paste Aonadtmt tee Cede raid rtc 

Pan_ 13% - 

PeniuoL- ISftrt- 


Quaker Oats_ 0 %d - 

Rockwell_ 12 ,'a- 

Rep HI_._ 71 lj id _ 

Sean. Roebuck_ - 2fl*i d _ 

SUweslem Bell_ 32 - 

Sun Co_13Ud _ 

Twmeco-_IBfid - 

Texaco-32jjrt - 

Tme Warner-39<ad — 

¥Um«0_3S9p - 

UidTeth_-_ ZTat_ 

Fa utetedi mi Dun inds 

{■URS Inti 1c._ (Up _ 

US Wat-19 U _ 

Voitly___Ulf_ 

Wasle Manage_ltd _ 

WTdrtponi_mtpd 

Wodwrln_ H,' _ 


1993 MU 

Mn tow C»fln 
19% I4*i 1X30 
335B 3360 1MJ 

1199p 7S3g 1JB8 
37 26% zjw 
13% 10U 5X« 

(47, MU 303411 
BJ) 32% mki 

371, 19,1. 8,274 

37 U 28* 1838 

23% 33i« T8.T1B 

291, 25 10710 

9% 7 99X0 

1579P 1075a 33X0 
»% 23% 17*1 

(tip teap 

933» 620o 1109 

2J,i 17 U 4.70 
18% 9% 1891 

111, E% 2394 
114. 5% 3X62 

29 ft »% *■*" 
1U6p 49Sp 9904 
Ml, 14* 1,091 
ISMp 3880 1108 
12 » Mo 
33 % 37 >, 0288 

nil 321, 1571 
11 7% 8804 

20 18>i (10 

27 20,'. 13*8 

25% 15 104177 

48% 40,i, 34,781 

56Sp 360p 

79", 23|; 0911 

18 12% 1,314 

43 34% 0473 

a 227, 0811 
94*] M U 20833 
19 ft 13 % 1XM 
28% 22% 1,424 

1Z73p81*l]p 797.4 
Hi* 24 U 2,773 
37U 28,; 0782 

49,’. 3715 37.133 
44*. 39% 8.488 

17(5 10,1 1.193 

38 U 23,'. 9407 

48,1 78 2389 

1515 <1 ii 0187 

28,; T.fU 

28 19,'. 7.114 

357, 31 1, 0867 

1(7, 13,>, X4B8 

26,; 15% 0340 

38% 30IJ 8515 

12% 461] 5.503 

5B7p 3S5p 3205 
31% 28 tf 02M 

1<,P 04P 038 

21)1 18% 7391 

IBSSp 632p 2109 

» 17A 08« 
2798p IB74p 1394 
184 I4, 1 . 1J81 


BUILDING MATERIALS - Cent 

^ +or 19K 

r’z Notes Pitot - wgn b» 

RussellA)- 57 — 108 7 

ej *swp- 44-4 3 

S St Goteto FFr- EM 4 _ 1814 1 

a, ShanuSFfaha— 70 -6 98 

Ig MhwIA)-98 +1 59 

, ° 9hdMi l"**i- «» -I 1” 

gg WSpUngRam- 134 -7 151 II 


CONTRACTING A CONSTRUCTION - Cont ENCfNEEUNG - GENERAL-Cont. 


MSI YU -*.* 

tew CapErt Bra PiE Nate* Pda • 

76 ZU 33 308 ■ftartetoda_M HO -1 

4 1 .BS 108 48 Rnbrai_ 118 _ 

E4I <094 39 ♦ *SoudrfWd-n«_ 44 _ 


Ukt YU 

low CapOa St’s WE 


E4i <094 
70 1U 
21 <91 

70 IO 
134 489.1 


_H>] _ 16 104 


, 0 HTiavts fteotkn— 

_ {.Tudor- 

in ■Untgroup- 

no Ward Group- 1 

_ tFWatwlKiuse- 


ii ■WHshaw-- 
45 WWotstey- 


saij -41] 181 

183 -2 170 

183 _ 228 

39 _ M 

16 _ 24 

63tf _ 81 

a _ 43 

78 +2 1M 

184 4-4 184 

348d 478 

223 _ 223 


92 881-8 

as im 

163 16U 
31 X83 

04 <40 

82 16,0 
23 080 

53 22BJ9 
84 U2 
333 82X2 
138 860 


75 - MNBlll_T 

72 37.3 SncteH [Wei)_ 

03 187 Smart (JK_r 

79 387 MTaytor Wood_ 

2.7 1*3 TAvyDwabs_ 

85 30.8 4TonxHln_ 

13 - Try__ 


t 28 Ward Hidgs_ 

t - Wescol_ 

- - BWesSury_ 

33 4 >fWf« Scafldg_ 

<8 183 WWastport— 

25 213 BWfcan Bowden_ 

■WtamKon)_ 


ll BUSINESS SERVICES 

41 ■#■« 19K SM YU 

Notes Pace - agh ton CapEw tea 

- mAHTS _ <81 +5 933 M3 647J 

4 3 *ATA S8WC 1 _ 13 1* 9 297 - 

Xi Adam & Harvey_- 228 248 198 878 56 

39 {-Air London-1 W 8 _ 1Z7 108 994 40 

K 193 
81 1489 
106 19*3 
78 189 


7W — 79 

81—19 
108 — «8 

239 _ 172 

189 -3 238 

89 _ -Ml 

03 -7 918 

39 —— *9 

38 _ •88 

92 -4 MB 

a _ 95 

11 - 19 

86-1-128 

IS _ 18 

24 — 34 

367 -3-481 

154 -B 221 

138 +1 188 


53 MB 25 220 
62 278 B£ 126 
108 7JO IS 150 
210 U IS M 


ELECTRICALS 


39 {-Air London-f 

74 Alraan Lakes-- 

H aUum'ied Sec- W -J B2 h 14SJ 

25 BFT_MU -3 215 106 <883 

25 BBNBRes_80 _ KM 78 112 

45 BPP_ 248 _ -283 206 6X8 

16 Barbour Index_ 285 _ 280 178 4<1 

07 ■Boustead. . - ♦ 294 _ 38 20 S! 

25 BBnl Data Mangt- H 141 -1 185 111 32J 

73 Brocks Seme*_ 95 _ 101 68 1W 

5.4 ■Bums-ftndeneiL 24 -4 7 24 503 

26 KRT_13 132 142 103 8X4 

52 Capua.- 398 -3 *22 262 59J 

15 Kasksl_ 32-4 3* 19 250 

21 CMtem Capital_ 33 _ 270 254 3U 

40 Chrebe Croup- 36 _ 39 28 «J4 

29 «Comac_- 35 43 25 2J9 

63 *fCotp Stows- 18 _ 31 18 SJS 

Dan_ 88 _ 123 69 1X2 

15 ■Darts Service—- 183 -1 218 1*5 155J 

72 f£W Fad_ 108 _ 1W 101 5.65 

X2 KanUner- 194 - 67 IS 2BJ 

43 Gardner DC_ 29-1 '48 21 8J1 

26 Ways_1 122 -H m IBS 78X8 

9-5 ■Hoag Robraoru, 2O0d -4 251 179 139J> 

50 ■hotmei PraKO &. 44 54 4 3JM 

78 pHulcfl wmnp HK& 118 -1 142 101 XKS 

*8 isSBDKr_ E894 +4 0*4 £68% 37<9 

59 pBnchcape_ 487 -5 -335 381 2X41 

69 Johnson Cteanen^. 104 -6 665 696 1174 

- ■Leo_t 54 e-4 184 *4 7-94 

18 MIT1E_t 209 210 IM 21.1 

Manpowers_ 731 _ 957 725 94X8 

- BN MW Comps- 48 — 49 32 171 

62 BPage(M)___ 39 _ 44 354 212 

- c-Penna_—— T35 — 1*0 88 139 

I* {PrimePeople2p_ 84 _ 9 6 244 

XI ■PmidlOOl (A)_ 258 -1 399 250 1S2J 

42 RCO_1 428 -2 453 365 415 

REA_ 139 _ 188 135 11J 

Reed EMC- 58 -3 II 64 34-0 

{Reliance Sec_ 287 *01 287 234 313 

vu {Renumnswr_ 7 _ 18 7 2M 

■Z ■Henuha_ 181 -3 183 1344 U81 

_ Rode 8 Nolan_ 230 _ 233 180 1X9 

03 BCatvesen (C)- 2B7d _ 296 234 8BL8 

7i {Scott PtcUonL__ as _ 43 31 2J2 

as ■Secoriguam- IM -3 172 » 317 

-0 •C-SdectApirts— 6 -l 2 1Z 14 1U 

U, send- 819 — -52S 555 70J 

ci {Sherwood Comp_ 246 _ 283 132 111 

07 ■Sketchley._ 119 _ in 110 SU 

Warner Howard___ 313 _ 317 270 711 

WeftsK_ 21> 2 d _ 27 204 1U 

,, W9sGroup_ 12 _ *12 74 7X4 


3K 6X8 
178 4<1 


« 114 
24 8X3 

103 I&4 
2G2 59J 


CANADIANS 

Holes I 

VAbbot Energy- 

Amer Barncii_ 

0 k Monlreai_ 

Bk Nina Scot_ 

VflCGiB_ 

BCE- 

VSmscan- 

wftnakrvMer 

Can Imp 0k_ 

Can Pacific._ - 

4psDrt- 

VDerian_ 

VEdwSay._ 

V6C0- 

VGuH Can_i 

WiawkerSU_ 

UHudsous Bay- 

VbnpctQlDU_ 1 

toco-i 

phi Corona- 

VMuscoctM_ 

PN A Tiro Recycsng— 

Nova Corp Albrrta_: 

Pfflo AHjom__-- 

Rmral BkCan- 

PTVXGokL_ 

Toromo-Oom- 

pTrans Can Pipe_ 


+» 
Pnee E - 
i4p — 

1 « 88 p - 

284 - 

98 Ip -HO 
MOp- 

194 — 

72Bp +14 

22 p - 

T 22 Bp +10 
797p 49 

38 _ 

23* - 

33*_ 

194P - 

awp*_ 

194 _ 

1223p _ 

194d +4 

154d _ 

317p 

2 p - 

57p +2 

371 pd _ 

707p_ 

1063d _ 

149p - 

808p 44 

789p +3 


1992 MM 
Ugb Ion CapQn 
2» i4p 

15429 12880 2XM 
234 194 2.433 

1T78p 899p 1X57 
87* 6830 

2*4 194 8X50 

9S7p 7040 598.7 
33p flp MX 
181* 1157p 2X84 
S3* 7880 ZJ48 

38 14 151 

33* 23* 

46* 300p 34X2 

42p 120 

49* 21* 89X8 

124 104 8X3 

18079 122* 865-3 
214 <64 3.779 

194 134 1743 

39* 3170 52X2 

«.;» IP 
6 * 344P X* 

42* 31* 1112 

>1* 67* 309.2 

Ml* !018p 3X80 
18* 1464P HO 
94* 7430 2X32 

IS* 75* 1X21 


is pte nhw v i ntwMfcj 

- * 

- - Ntuea Price 

GS 4 ArootectricANV_ 48 

40 11.4 Arton_ 39 

50 105 ASEABSKr_ E374 

<9 75 HBICC_ 911 


htr 199? MU 
Utah taw Cep Em 

_ 41 30 1X8 

_ *2 12 3.72 

-4 074 £264 683X 

-* 368 2914 1031 


145 

41X 

(7 

76 

85 

3344 

140 

1*0 

508 

7099 

/.4 

131 

25 

(02 

1.8 

— 

30 

IM 

21.T 

62 

11 

423 

54 

* 

38 

20X 

10 

— 

10 

1X8 

“ 

“ 

B6 

37.1 

I<0 

“ 

9 

3X7 

— 

— 

2% 

2X1 

— 

<i 

384 

299J 

(0 

I5X 

154 

2912 

34 

155 

1W 

3*73 

iai 

2(9 


MU 

YM 



Gr"5 

P 12 

30 

zxa 

17 

<4 


AL - Cont HOTELS & LEISURE - Coot 

1902 lftt YU +« 1892 

It’s we Notes Met ■ Mob low CapOn fir’s M Notes Price - l*h 

7B (OX Smote Tool_ t Si] _ « 54 2X8 t - Stddwai_ 55 -3 0 

- - ■Gtafcagh_ IS -6 174 112 TMX SX 14.1 Barr«WAT A__ 298 217 

30 7X Cnto_ 143 35 * i» S 9 J 7 X * Boesey& Hwts_ MM. _ ion 

2 J 220 QayWhe_ 48 61 33 111 U e MnmWafwr_ 84 _ 1*4 

8 £ 12X 94PC C« 2000-1. £794 E7B4 E824 SJ3 13X - ■80Omgtwn —Jt 5-4 19 

19 ISO Qaymt_ 140 346 S3 3X8 ZX - {CastteOxoiBB_ IM _ ZZ3 

4 5 8.4 CtBKMlblc_« 858 _ *358 252 84X 4X 1&1 Ctkysafc_ 71 0 

17 70 «0fdtte(J]_ 28 27 18 1X5 - *2 ■CityCentro- II -1 71 

40 1 X 0 ■Dobson PM_ 78 M 62 8*0 110 108 ■Compass t 443d -42 09 

7.4 131 DponUAJ)_ M _ K* 94 IM 7.1 125 {CowlyartLflb_ 0 _ 23 

1.8 - k -- 0 — « 57 7X3 11.1 7X guronamn ,R . M -6 541 

iH 12 » -1 ■<« 372 MU IS 1<5 ■Sm Dtaey FR_. 

g a p BEade--N 14 _ 24 104 

18 - teHoBIBJ- »4 - W 3 __ 

_ _ 8FU_ 7M 88 51 ataiJ 10 • T-**" 1 ?*- - 

, n _ ■Fdrtjy_ 8 M -5 4X1 302 3350 XO 1<2 * 

W _ ■Fenner_t 0 — 10 75 M .1 t 314 S*?”?-* 

.7 teFeriom_ 47 -1 -51 38 ISO 7.1 6.7 ■jnwgfad- . 

_7 F* hdnar__ 0 0 63 MX IM 65 g 1 * ^ lwr « 1 

XO 15X WFi&mnN _ 41 51 41 15.1 6 X &I 

34 IM GBhm_ Wirt -4 115 76 36.7 9.7 * Frierd*Holds— 

0.1 25X UrtHi lte 0 -II] 3254 58 5BX IB4 55 ■Granada 1 

«*Wsn ted*_T 79 _ 0 SI 3.72 t 8.1 74pCvP1_ 

Ha* Erv- 348 -2 10 . 127 4X2 7X 1X1 W+Unnony Lnto_ 

■Hafcua_ 16td 184 1*8 229X IX p (HrcSnm™ 

„ ■ Ha mcson teds_ 0 — 66 38 02 7 A no 


INVESnUEHTTnUSTS-t^t ^ ^ 

““ «= iuh Pirtt - im» (bw fin nm «w 

VU % s .wggg & *■ ^ rj *1 

JS a «| "5 | - ; ; 

X ,l£SSS!™z »c ■ ■ :*J “ 

13B 1U &9 M “ -i 0 73 10 573 112 

71 tSJ - ~ Fstsoeorw™— «■ « ** it tn -at 

52 1UX 

439 298-8 


ttMMgfl Mi—( 
HaiBS;- 


",s|s&£=^ S 

7.1 &7 »"Sn9faKl- 94 

m« os Letew,—r a 

80 «i ■Fwte_ 171 

&7 • Frtendfy Hotett_ 10 

18.4 55 ■Granada-::-1" 07 

» 6.1 7»jpUvPt_— 134 

70 1X1 ■ K lannorry Lata_ 7 

tx ♦, io-Tec Spans-— m 


H iiX rafted ■ 


_ 41 

... __ -a im . . .... _. _ 

1! 3.7! U - Ht 8 &Srohh_h 10 -6 10 109 412 50 11.7 

164 3830 IX 175 MMfobson_n 14 +4 114 4 175 — — 

114 3X81 63 164 ■Hopldnaons- 0-1 0 SO 4)7 U 112 

ffl -Mix 105 - ■Howdai-4 0 -1 724 50 13B.7 4.4 60 

2M 28X 48 1X1 ■*■- 248 -3 386 224 J8SL2 5.4 145 

n - SO Jona*0 Srassnan_ 27-2 0 27 3X8 - 

r iw id “ KwemerBWb_ E1S4 _ C214 2154 3210 18 - 

150 « It 273 » — s 15 HJ IJ ; 


07 *.74 Jfl2 - 

18 <0 51 - 

116 7X8 25 95 
109 412 5X 11.7 
4 X76 - - 


60 206 Cap En 104 pc_ 104 121 0 MIX 

6 2 64 Bertea Hunur_* 20 -2 "292 234 2BX 

17 145 ■8emT& PtaoL— 14 -4 0 8 <75 

X6 4 ■Bdgta A_ 7 14 7 1X2 

X 2 541 Bumfleid_ 6 291 -{! 231 10 364 

18 1X4 For On Ughl Me ELECTBaTY 

57 303 taCWonde_ 194 M4 7 2U 

- - oms rn_ m _ IB* urn 

15 24.4 Due_ 0 -I IBS 81 1X8 

10 256 ■Delta_ 40 +4 50 400 171.7 

XI * {Denmans_ 181 — 196 148 704 

- - DewbintA_1 0 0 38 X1D 


, _ 84pcCvf 



29 

18 

240 

-fl 

841 

293 

IM 

-23 

0B 

1640 

1.7TB 


0 

2% 

6X1 


20 

23 

09 

-% 

0% 

4 

<3Z 


40 

IBB 

7X1 

__ 

0 

8 

2X5 

-14 

338 

28* 

463-3 

-fl 

282 

173. 

14® 


*0 

183 

*17 

-3 

-ZM 

192 

1X17 


-0* 

94 

142.7 

MM 

0 

6% 

US 

--H 

20 

103 

457 

“% 

4% 

3 

7X3 


41 

32 

•71 

~-7 

TO% 

S4 

IU 

— 

•0% 

2% 

7X1 


14 1 X 8 RnstaryTst- 

23 680 A-—-- 

36 172 trtfarti— 


- ^al PhA»pina— ™ 
!7 1X4 


173. tr*87 70 3X1 RemlnB Oaveitee- 

10 21 X <0 115 ■ mm tagEtapMMs. 

10 1X87 17 240 Warrairt^ ■— 

94 14X7 <8 - Herat* Bd——t 

(4 1 X 8 - - FteaiinBBrtWOG- 

103 4X7 70 &6 Wartai te , — 

3 7X3 - - 0 * 0*10 Per East- 

32 <71 1 X 1 60 ftaMDOfledlM— 

94 240 66 02 FteuflO WC— 

24 7X2 t <6 WjHWta — — 

19 7X1 56.0 - 0 Ftea*ol&CtncF 

10 tBm 7X 144 ■ IhvtS— F 

BO <82 BO 140 Zero Mr P I - ■ - 


- — ■Dowdtng&W_t 0 -4 

• Bectmtux B SKr_ E224 -J, 


IS HDarts Serrtca—_ 

72 {GW Fad_ 

32 ■Gsdtrrtr- 

4 3 Gardner DC- 

26 When - 1 

SO woga Robtoson— 
SO 0«hies Prated X 
78 pHutefl WTimp HK< 

*8 ess B DKr___ 

55 isnchcape_ 

09 Johnson Cleaners— 

- BLap_t 

18 MIT1E-1 

Manpowers_ 

- ■NMWCumfK—_ 

62 ■Page(M)-- 

- eftnna--—— 

14 {Prime People 2p_ 

11 BPrajdlooT (A)_ 

42 RCO_—_.1 

REA_ 

Reed EMC__ 

{Refiance Sec- 

via {Renumnaei_ 


59 -4 0 55 780 

!4 -J, 07 El3 4 <639 

14 _ 04 13 1<8 

48 _ 0 0 3X8 


0 1X2 56 88 «L2SpcPf_ 48 _ 0 

145 15X2 50 1S7 Ericsson (LM)SKr- E124 -4 M«A 

101 <0 54 111 FuporY_ 282 .— 30 

IS 2U <9 45 tmsare_ 45 57 

21 <91 - - Jones Stroud_ 230 +5 273 

166 7980 ZB 132 HUotesat B HK<_ « — 101 

ITS 138X 42 * ■Kerabny_ 13 — 71 

4 UK ’ — 

101 3X28 


- - {Winds_ 

42 * Lee Refrig_ 

10 150 Maddox_ 

18 1(6 {Magnetic Mata—t 
595 117X 5.7 125 {Marwtee^waln-1 

44 7X4 t 07 UasubSoctY_ t 

m 21.1 11 190 Motorola 1_ 

•25 5430 - - NECY_ 

32 <71 - - Neotnsric*_-f 

354 232 62 10£ Nokia PI FU _ 

0 639 XO 342 ■Oxford Inst_ 

6 X44 — -PMpsH_ 

250 1520 1(4 S3 Pti*?n Rn 53. pc_ 

365 430 40 149 

135 11X <0 - A —- 


13 

1<8 

93 

- 

25 

39X 

1(1 

— 

£9 

2X66 

2.7 

373 

243 

<730 

i.fl 

• 

0 

1X9 

IX 

(7 

190 

48X 

43 

1(0 

63 

zsu 

IJ 

723 

13 

371 

18 

SO 

46 

<25 

93 

1(5 

260 

07 

ex 

23.7 

0% 

IM 

— 

— 

51 

uo 

* 

35X 

305 

691 

22 

17X 


“ ~ ■Mteritawar- 0 — 

<7 90 Meggltt_ 0 _ 

7X U mBu _h 110 _ 

<1 175 ■MteOAteed_ 174 — 

45 10.1 Moiss_ 388 _ 

5.7 1(8 Noujaend-- 77 - 

&4 172 WCT- 10 — 
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London Share Prices 

Real time share prices are available by 
calling FT Cityline. 

FT Cityline can also provide you with a 
confidential pe r M> na| portfolio lacifity l* give 
you a real lime evaluation ol your own 
personal investments. 

For a free FT Cityline Share and Unit Trusr 
□irectory or to obtain your confidential 
Portfolio PIN call the FT Cityline Help desk 
an (071) 926 2128. 

Calls charged at 3Gp per minute cheap rate 
and 48p per minute at all other times. 
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• Current Unit Trust prices are available on FT CityRne. Calls charged a V^™"^?a 25 - 2 ? 2 fl 
and 48 p/minute at all other times. T ? obtain a free Unit Trust Code gooklet nnp (071) 925 Z1Z9. 
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FT MANAGED FUNDS SERVICE 




i eurreritUnli Trust prices are available on FT Cityline. Calls charged at 36p/minute cheap rate 
and 4ap/mlnute at all other times. To obtain a free Unit Trust Code Booklet ring (071) 925-2128. 
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1 Current Untt Trust prices are available on FT Cityline. Calls charged at 36p/minute cheap rale 
and 48p/minute at all other times. To obtain a free Unit Trust Code Booklet ring (071) 925-2128. 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


Dollar slips in wake of rate cut 


THE DOLLAR again slipped on 
the foreign exchanges yester¬ 
day. undermined by last 
week's half a percentage point 
cut In DS interest rates and 
uncertainty over the US econ¬ 
omy. writes James Blitz. 

On a day with no important 
indicators emerging from the 
US, the tone of dollar trading 
was set by last Thursday's cut 
in US interest rates. Many 
dealers wonder whether the US 
is entering a triple dip reces¬ 
sion after the fourth consecu¬ 
tive month of declining hous¬ 
ing starts and rising 
unemployment. The dollar 
ended the day at DM1.5130 
down from a previous close of 
DM1.5170. 

There is every reason to 
think that the dollar could now 
test its low of DM1.4405, last 
seen in February 199L. Mr Neil 
MacKinnon, chief economist at 
Yamaichi International in Lon¬ 
don, believes that dollar depre¬ 
dation could even be part of 
the US authorities' strategy, 
aimed at boosting export 

£ IN NEW YORK 


growth. 

He said that the room for 
manoeuvre In US fiscal policy 

Is now limited by the $40Qbn 
budget deficit, while monetary 
policy is also hampered by the 
fact that interest rates are at 
their lowest point for 29 years. 
"The only other instrument the 
US authorities have to band Is 
exchange rates,” he says. 

The D-Mark remained strong 
in European trading, despite 
suggestions that Germany will 
come under heavy pressure at 
this week’s G7 meeting in 
Munich to reduce interest 
rates. Mr Nicholar Brady, the 
US Treasury Secretary, 
recently said that he would 
welcome a cut in German and 
Japanese rates and that Ger¬ 
many’s recent moves on fiscal 
policy make this a more likely 
prospect. 

However, dealers remained 
sceptical that Germany will 
yield, and the D-Mark ended up 
against the French Franc at 
DM29.6S per 100 Francs from a 
previous close of DM29.70. It 


was helped by continuing tur¬ 
moil created by the French 
lorry drivers' dispute. Sterling 
suffered more, dropping half a 
pfennig to DM2.8900. The lira 
fared better, supported by the 
latest rise in Italian interest 
rates. It closed at L756.1G to the 
D-Mark from a close on Friday 
night of L757.50. 

Sterling's already weak posi¬ 
tion was further undermined 
after the Bank of Portugal gave 
a clear signal yesterday that 
Portuguese interest rates will 
start to falL The Bank cut the 
remuneration rate on bank's 
obligatory deposits with the 
central bank from 15J75 per 
cent to 14JJ per cent. 
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MONEY MARKETS 

Cash rates firmer 


CASH rates in the starting 
money market ended slightly 
firmer yesterday as traders 
realised that the Bank of 
England would not be repeat¬ 
ing Friday's decision to trim its 
dealing rates for Longer dated 
bills. 

There was initial speculation 
in the market that the Bank 
would reduce the rates at 
which it deals in Bands 3 and 4 
by £ per cent, gradually signal¬ 
ling a base rate cut. The 
authorities had used a similar 
ploy in May to signal the 'A per 
cent cut to 10 per cent. 

However, the Bank did not 


UK dearteg bask bass tauftng rate 
10 per cent 
from (Way 5.1992 


invite any offers for longer 
dated bills yesterday, dealing 
only in Bands l and 2 at the 
established rate of 97a per cent, 
and carrying out repurchase 
agreements (repos) also at the 
established rate of 9ft per cent 
At least one discount house 
trader suggested that the Bank 
had originally set out to signal 
a cut in rates on Friday, and 
that it stOl intends to do so in 
the not-too-distant future. H I 
find it hard to believe that 
Friday's operation was purely 
technical,’’ he said. “It came 
the day after the Fed’s half per 
cent cut. which made the Bank 


of England's cut all the more 
price sensitive." 

If this interpretation is 
correct, two factors may have 
forced the Bank to stay its 
hand. One was the Bank of 
Italy's decision at the weekend 
to raise its discount rate by a 
full percentage point to 13 per 
cent. The other would have 
been sterling’s weak position 
at the bottom of the EMS grid. 

Rates therefore ended the 
day firmer across the board. 
3-month money closed at sft 
per cent from 9ft per cent on 
Friday night and 6-month 
money was up at 97. per cent 
from 9ft per cent. One trader 
suggested that the clearing 
banks deliberately wanted to 
keep money tight yesterday, 
having issued a lot of money 
into the market on Friday on 
expectation of a base rate cut. 

The Bank of England 
forecast a shortage of £l.25bn. 
In the morning, it purchased 
£34m of Band 1 bank bills, and 
£20Qm in repos for resale on 29 
July. The Bank then purchased 
another £349m in repos. In the 
afternoon, the Bank purchased 
£198m of Band 1 bank bills and 
£199m in Band 2. It provided 
late assistance of £45 rl 

Sterling futures dipped 
sharply as news filtered 
through that the Bank was not 
signalling a rate cut. After 
opening at 90.34, the September 
contract dipped to a low of 
9024, closing at 9025. 
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The FT proposes to publish this survey on 
July 30 1992. 
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■ ACROSS 

1 If r^t is disturbed there’s ani¬ 
mosity (6). 

4 Written originally on note-oa- 
. pert (81 ^ 

9 Popular minister’s design (6) 

10 The turnover of many an 
essential food supplier (8) 

12 Wins support when opposed 
ffi) . 

18 In business one gets abuse (6) 

15 Putting gunmen inside is wet 

. (4) - - ' 

16 Criminals-exerting squeeze, 

-. finding fprelgners carrying 
.-. cash ( 10 ) 

.19 On the square? That makes 
the lag grin! (5*5). - 
20 30, a little ebsp selected for 
promotioa.<4) 

23 Muggins retained to -temple 
.. the cake (G) 

25 Just a few words might well 
-hefine(g) . - 

27 He. fancies a little drink 

before the.puzrie (JS) ■ • 

28 Imagine endless confounded' 
(raMng1.(6). 

29 I^s.late.in the day. for & regu- 
•. larcoarse(8) 

30 20 writing about the Church 
with soma cralt (8) ■ / 

' DOWN 

1 Singer foiling, to hold a note. 
.. -raising a lau^i (7). : 
. -2 Reporting in store?..0) .. : 

3 Rather Spl endid enri (g) 

.. 5 A stone onde to be seen with 
a friend (4) 


6 Stir a breakfast cereal (8) 

7 A dance where some univer¬ 
sity men turned on another 
( 5 ) ■ 

8 Risks redesigning gardens (7) * 

11 Far from unfriendly (7) 

14 Played as everyone insi de- - 
declined f7) 

17 Unreasonable without think - 
mg (Si 

18 26 with solicitor to- initiate 

proceedings (5.3) ;.. 

is Answer for ships 4 officers In- 
^ customary procedure 

21 Discharges oriental associates- 
(7) 

22 Clash caused by work-stop- 

- page (g) ^ 

24 Petition about very quiet 

music man 0 ) . -. 

26 Most important .deal arranged 
(4). _ .... . 
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14* 

14* 

1(0800 Saagnm Co 

U3* 

58* 

33* 

33* 

II 


8* 

8* 

+‘» 

8900 SnelCan A 

£41* 

40* 

41* 


7400 ShsnrtlG 

58* 

8* 


-* 

14800 SHL Sy*t 

510 

9* 

12 


500 SNC Group 

S12 



34500 Sonora Old 

20 





£16 

16 



15000 Spar Aero 

£13* 

15* 

IS* 

+* 

12400 toco A 

360 

345 



28400 Tack B 

£20* 

usn* 

20* 

30* 

+* 

£300 TMegltt* 


’3* 

14* 




14 h 


161500 Tor Darn fit 

31B* 

Ifl* 

IS* 

+* 

100 Tarsur B 

STD* 

20* 

ai* 


TOO TctelPNAm 

ffli 

8* 

87. 


150100 TrpnaAUa 

»Si34 

13* 

p* 


231100 TraaseMPi 

517* 

17* 

jSi 

-* 


a 

r* 


122400 Trtzec A 

S3* 

495 

495 -030 

400 UAP A 

o317 * 

17* 

17* 



SI4* 

14* 

14* 

^*1 

300 United Corp 

S285 

ZS* 

28 > 

** 

13000 UHDomlno 

*10* 

10* 



1000 Viceroy Rs 

435 

480 

480 

-10 

24500 W coast E 

SIS 

15* 

15* 


1800 Von Om 

337* 

37* 

37* 

+* 

33500 WtC B 

313* 

13* 

13* 


1 - No voting r&m m restricted voimg 

rights 

MONTREAL 



4:00 pm prices July 6 


5S7QQ BomUnKorB 

315 

14* 

14* 



99 

8* 

9 

+* 

54800 CtNrar Bt • 

S28* 

a* 

28* 

+* 

104400 CanUuconl $16* 

16* 

16* 

-* 

17008 Cascades 

58* 

B* 

6* 

+* 

8600 OomlnTU A 

36* 

6* 

6* 

+* 

£4200 UadsenHnt 

311* 

11* 

11* 

-* 

151800 NatBV Can 

se* 

8* 

8* 


1800 Provlgo 

a* 

8* 

8* 


4600 Oesbecor A 

S14* 

w* 

14* 

-* 

2200 Tele globe 

0Sl3* 

13* 

13* 

-* 

20500 Vldeotton 

j£17* 

17* 

17* 


J Total Sales ti.2i7.700 shares 




Skis RdEElgnol 

SocGemfedeFrj- 

SoraroerrAlllbert 


2.410 -65 

2.400 440 
3,600 -90 
1^40 -HO 
1.420 -75 


3413.21 4i r» Ml Mlurie 0/1/flQ 1 
d/6/92) (2/7/32) Ml KkUdj 00(80) 


1M36 16632 166L7 16(7.7 
7261 7268 7S0 7186 


38282 

383JO 

385J4 

38745 

OTHN. 

93322 

93266 

935.11 


(2/1/90) (8/4/32) 


117406 117480 U70J1 116284 1 123^40(2/61 


555.93(09 


2077.49 0151 


Qitifn Q5MZ iSTa^taToiffttl) 6CM77 tC6l85 607374 613475 I 613475Q/7) 


02121*2) (9/12/72) EEQ Onrall 14(1/88) 


(12/2/92) 01/10/72). (jug IU1 0972) 
year mo (mpm) WBfawIgflTO 


1794 W 128915 1292B5 1304 64 1 146957 Q7/U 


44U5 44416 44451 450.75 
B67J 8730 8730 8860 


S & P iNkatrial 4». ]M1 
S & P tad P/E ratio 


NEW YORK ACTIVE STOCKS 

Stocks Gtoahrg Change 
Monday trwied priea on day 


TRADING ACTIVITY 

t Volume Million* 

Jul 6 Jul 2 


2el Sroka (4/U68) 

MALAYSIA 

USE Create I4/4/B6I 

NETHERLANDS 

CBS TO Rut On. (Em) 19831 

CBS 41 Sir (EM 198?) 

NORWAY 

Orio SE 0aP Q/l/83) 

PHILIPPINES 


1919.73 19171B 189372 187L14 


59575 59608 


it) 596 47 I 6198600/2) 


3001 3015 3000 299 6 
051 2060 2050 2048 


HP SI 67838 679.38 68241 | 772.74 (18(5) 


KeJoTetuEl 
Klkftonan . 


1.180 -10 
1.390 -10 

1440 -iO 
1.070 -^O 

1.790 +20 


AUSTRALIA I 


Jaly 4 


N Hum Carp , 


Tc6oki Ebd Poetr 

Tokal Bank_ 

Tokal Carton 


ToshoM — 
Tor* Corp 


HRMMR ■ 
ToyoSdkan 
Toyota Hour. 
TnyoTlrfARoO 


NachTFuItkodil 
MaossflUya „.. 


400 1-100 
+10 
-10 
■A 
+29 
+1 
-21 


M i292 

231 

2.261 

980 

936 

1.208 

774 

832 

534 

1 538 

513 

519 

J 73 

107 

7B 

l » 

33 

2b 


CANADA 

TORONTO 


ifcok&UInmfe 


MONTREAL PortMla 


THAILAND 

B»p* SI 00/4/75) 


(■) B75. 

U> 657! 


73152 73886 746.94 


1545 JO 19/4) 
66030(2/1) 


37224 QA> 
90164 O/ll 


4755312/U 
17499) (2(1) 


643 2b (8(1) 
181380(8/11 
157873(8/1) 


4405(6/7) 
0678016/7) 


1574L27 129)6) 
1146.14 (9/41 
18688200(61 


274 00 (8/D 
19240 (8/1) 


1006 00 <24/41 
416400 


74850 Sfl) 
6011018/V 


3168.96 3201.74 318660 
3426.91 342000 340600 


18UJ4 180608 179688 


(£) 323887 (16/1) 2828.26 (8/4) 

(d 3666.00 (16/11 33IB. 10 <m 


Id 193759 Ub/U 172704(8/4) 


1390 -20 


« 0 t$ +«r 


535 ■ +CL05 


1.64 -0,02 

4,K +0.02 


6.05 +0.05 

38JO +050 
11.60 -0J0 

2S30 -050 


TOKYO - Host Active Stocks 

Monday 0 July 1992 


Stacks Closing Change 
Traded Price* on day 

Talyo Fishery_15.0m 820 + 29 W>N Formula — 

Toyama Cham 4.6m 751 -14 HakurDuiEmc ... 

Graaa Cross_ 17m 1.040 -30 KortcaCwp- 

Dcrwa Mining— 14m 814 *9 T p»h*e Corp^.- 

NHK Spring_ 27m 561 +21 Mefli Milk Prod . 


Stocks Closing Change 
Traded Prices on day 
26m 755 +15 

2 Jm 820 +62 

20m 524 + 2D 

18m 854 -4 

1.8m 831 -22 


CraBK - 4.42 -0.06 


-0.04 
4.16 +0.01 


(Excuse us for asking) 


IS THIS YOUR OWN 
COPY OF THE 
FINANCIAL TIMES ? 


Or do you rely on seeing someone else's? The FT is read by four rimes as many 
senior European businessmen and women as any other international newspaper.* Make 
sure you’re one of them by getting your own copy daily. -r.i.Hsi+.i 


OURSPECIALrNTRODUCTORY SUBSCRIPTION OFFER IS AVAILABLE NOW! 


For more details please call Gillian Hart in Frankfurt on 49 69 156850. 


FINANCIALTIMES \ 

iviqpi * iMHNmw*inpn ft 


Pries <tat aypptfatf by Tatoton 
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FINANCIAL TIMES TUESDAY JULY 7-499^ 


4.W pm prices July 6 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


LawCbMMCtoM 
13 13% -% 

Min 20% +4 

3* Vi 56% 

66% +,% 

i*a i* 

+% 
*k 


13 


1683 Yld- n 31s 

mgh L tut Slock Dlt.K E IDO* HMl 
15% 11% AAR Corp 043 3 6 21 71 131] 

28 18*i * L Labe A 0.18 00 83 064 30% 

60% 53% AMP Inc 152 20 221332 S3% 

aa'< 80% AMP 174*310 6B<4 

2% 1% Afix 3 14 1% 

ml, 38% ASA 2.00 4027 300 41% 40% 41% 

34% 36%ABWH L*e 160 £0221357 30% 3% 30% 

13% 12 Abibbi Pr DEO 30 0 S T3 '* 

11% 10% ACUG«lln. 111101 398 11% 

10% 9% MM GiGpp » 0.94 9.B 

9% a%«HOtS#i 093 99 
11% IflltKHGdSii 1.13103 
9% 8% ACM Man i 0 88 105 
12% 10% UM UsuQd I 121 10 6 

ii% 4% Acme new o.«o 7.1 rowsa 
8% •% Acme tleci * 1 5 

JJV 18% ACUSOn 13 033 20% 

19% 18% Adana Expr 1.83 8.8 0 62 18% 

49% 29% Ad Micro 3 00 3.8 901 30% 30% 

21% 7% Ad MK<1> P 3.00393 311506 7% 07% 


Ch'ge 


127 9% 

190 9% 
335 11 

216 9% 

142 11% 

5% 


9% 

S% 

10 % 

9% 

11 % 

5% 

*% 

»% 20% 
18% 18% 
30% 
7% 


13% 4-% 

11 40.88 
9% +11 

9% 

11 

9% 4000 
11% +1*i 
5 % +% 


9% 3 Advert Dip 0.16 2.8 61 275 6% 6 8% 

36 33 Aegon ADR 1.66 4 7 6 3 u3S 354. 36 

47 38% Aetna U 2.76 8.4 82B98 43% <2% 43% 


12 

rc% 


b% Aim a 

24ADK 


0 24 2.2 122467 11% 

0.44 1.4 16 920 31 30% 


11 % 

30% 


19% 15% Ahmenaon 056 S 2 73919 17% 


138 7% 

0 88 2.0 181531 43% 
0.30 20 12 683 18% 
27 119 30% 
I 68 16 3 7 19 
8 16 B.1 


7% 

43% 

15 


16% 

7% 

42% 

147* 

30 30% 
10 % 11 
3101% 100% 100% 

2 100% 103% 103% 

3 103% 103% 108 

120 10% 10% 10% 


18% 18% 
IS 19% 
22% 227, 
20 % 20 % 
42 42% 


22% 5% AJIeen Inc 
46% 36% Mi Pi Cm > 

29% 13% Alrana Fn 
34% 22% Alrgaa Inc 
12% 8% Alrtoaae t 
104 99% AlaPwB 16 
106% 101% Alib Pw BP 9.00 8.7 
105100% Alan 8 28C 6-26 BA 
11% 10% AtoPwOpPf 0 87 8-2 

23% 17% Alaska Air 0.20 1.1106 209 18% 

21% 14% Albany Ini 0 3S 2 3 35 660 15% 

32 21% AlCulvr B 024 1019 1*8 22% 

25% 19% AlCulvr A 024 12 IB 116 20% 

44% 38% Amensona 0 84 15 221233 42% 

22% 18% Alcan Alum 0 60 25 701138 21% 21% 21% 

42% 33% Alee Stand 0 92 2JS 17 944 37% 37 37% 

23% 15% Alex Brown 0 40 2J 4 351 18 17% 17% 

234, 18 Alexr Alec 1.00 4.SIX 926 21% 21% 21% 

38% 27% Auegh Lud 0 88 £5 27 243 15% 35 36% 

49% 41% AUOBii Pow 3 20 7.1 12 447 44% 44% 44% 

31 22% Allan Op 1 76 7.1 105 25% 24% 24% 

30 78% Allen Con 0.20 10 13 277 20 19% SO 

27% 20% Allergan 03G 1.927 781 23% 22% 23% 

39% 29% Allnca Cap 258 8.7 14 188 33 % 33% 33% 

72% 9% Ait nee Ol 018 18 31 10% 10 10 

082 4.1124 3 19% 

100 19 343014 54% 

0.75 7.1 293 10% 

072 7 5 283 u9% 

141 10% 

65 9% 

I 48 34 161825 
211031 

160 22IS94I41 79% 

2546 47% 

OSS 9.1 172 10% 

8% 8% Am Preen t 022 12 14 30 6% 

23% 18% Amax 080 4.01682220 20% 

12% 8% Amu Gold 008 0.7 40 670 11% 

[1 i Ambou Co 01867 \i 

26 15% Anew Ind 0*0 28 13 97 17% 

48% 36% Amerada Hi 0.60 1.31341437 45% 

10% IOAuMRi 0.79 7.7 243 10% 

20% 22% Am Bank* Oil 0.4 382556 28% 

33% 31% Am Br2.75 275 0 7 32 31% 31% 31% 

40% 42% Am Brands 1.75 3.7 112673 47% 46% 46% 

40% 34% Am Butd M 1.00 28 12 17 38% 35% 35% 


-% 


+% 


+% 


21% 1B% Aid Irish 
61% *0% Alld SIb 
10% 8% AlslMunTr 
8% 9 AljtlncOp > 

10% 8% ABtMnlnc * 0 78 7.7 
10 8% AhnMrlnc i 069 7.1 
40% 34% Alltel Crp 
B% 5% All waste 
60% 61 Alcoa 

55% 38% Am Cp A 
11% 10% AmtikniMc < 


19% 

52% 

10% 

9% 

B% 

0% 


19% +% 

62% -1% 


38 38% 

8% 6% 


10 % 

8% 

9% 

9% 

30 

6% 


72 

46% 

10 % 

8% 


73% -t% 

4T% 


10% 

0% 


-% 


20 20 % 
11 % 11 % 
A A 

17% 17% 
4S% 45% 
10 % 10 % 
28% 2B% 


-% 


+% 


+% 


+% 


460 


+% 


-% 


Ch'g* 

1983 WL » Gta Ode* Prev. 

Htqh Low Stock Ol*. 9. E 100s HUi LowQuoto Claee 

37% 2S% Bolding Hy 064 2524 33 32 % 31% 31% -% 

48% 40% Bel! Adas x 2.60 U 126043 44% 44% 44% +ej! 

13% W% B*0 Indue OAO 3.6 17 2 11% 11% 11% 

J2% 42% Bel Bout* » 2.78 M 196918 60% 40% 50% 40 

44% M% Beta AH A £52 1.2 40 361 <4% 43% 44% 

26% 19% Bemis 048 15 22 218 24% 2*% 24% 

53% 50 Band 45P 430 £3 9 52% 32% 52 

67% 58% Banal 2.60 43 10 356 60% 38% 60% 

23% 16% Benetton A 0.33 1.617 IS 21% 20% 21% 

1% % Banana! B 90 48 1 1 1 

9400 8573 OerMi Huy MzlOOid+OQ 8079 9400 

20% 16% BerUlz a 058 £0 I 33 18% 17% 18% 

14% 10% Berry Pair 060 92 18 46 11% 11% 11% 

28 14% Beal Buy 17 218 17% 17% 17% 

76 20% Etodl St 3. £30 105 86 33% 3% 23% 

61% 40% BelKun PI SJMlOa 10 47% 47 47% 

17% 12% BeWim SI 040 £7 1 494 15 14% 14% 

10% 7% Beverly En 18 8S3 8 7% 7% 

26% 16 Btocrtfl 0.10 0-5 85 6 19% 19% 19% 

31% 21% BUnungm S 050 1-9 *0 22* 27 25% 33 

28% 18% Bloch & D 0.40 1.8 261329 23% 22% 22% 

32% 26% Black H PL 121 *3 18 81 28% 38 38% 

11% 10% BfeveXAdv 0.93 83 77ull% 11% 11% 

10% 10% BWmeMne 095 88 7B1 u10% 10% 10% 

11 10% BIckrckTgl 090 82 1348 ult 10% 11 

41% 30% BJodr H&H 068 28221878 34% 33% 34 

1S% 11% BlocUwatr 802 02 212305 12% 12% 12% 

8% 7% BHie Cbto * 0.78 8.8 68 7% 

12% 8% BMC PM 6 111 8% 

64% 38% Boeing 100 24 89009 42 


-H 


+% 


-h 


«% 


+% 


+% 


7% 7% 

7% 6% 

41% 41% 


25% 17% Bdae case 0.60 82 5 874 10% 10% 18% 
6% 4% BaR DAN 0.08 13 18 72 4% d4% 4% 


+% 


+% 


22% 13% Bordn Ch 2.04 113 13 IS3 18% 
24% 14%BonfeiChU 138 73 13 811 18% 
34% 29% Berdan Inc 130 33 154450 31% 
20% 18% Bortn Celt 236 113 18 47 20% 
18% 14% Same PIC 1.48 0 7 zO 13 


106100% Boas Ed «i 
27% MBowrter 
23% 14% Brazil Fnd 
31 % 30% BRE Prop 
64% 41% Bnoos 8 S 
41% 28% Brtnkerlnl 
80% 62% Bristol M x 
67% 39% Brit AJrwy 
49% 40% Brit Oas 
66% 45% BP ADR 
317* 27% BP Prndhoe 334 103 7 261 
1% 0 11 BP Wcria 303 


18 18% 

18% 1B% 

30 30% 

19% 20 

15 15 

103 103 +6% 


15% II % Bill EMd 
68% 63% Bril Tal 
21 16% Brood Inc 
32% 28 Brooklyn U 


838 88 Z100 103% 

130 63156 986 20% 20% 20% « 

037 1.7 887 18% 15% 18 -% 

240 8.1 30 19 29% 29% 29% 

130 33 14 472 48% 47% 48% 

29 170 32 % 31% 32 -% 

2.78 4.1 160S14 67 % 66% 67% +1% 

3.44 83 8 400 50% 50 50% +% 

3.75 7.911 108 47% 47% 47% 

AIM 8.16712836 49% 48% 4S% 

30 29% 

A 0.18 


A 


137 133 7 174 12% 12 12 

448 6811 296 66% 65% 65% 

030 1311 381 17 16% 16% 

134 63 12 102 31% 20% 31% 


6 % 

22 % 

2 

14% 


90 72 BnmFommS 2.44 3.0 IS 118 60% 

2B% 21 Brown &p 1.00 7.0 44 418 23% 

10% 5 BrowndShrp 032 80 29 7BS 6% 

24% 10% Browning t 03a 23 102468 23% 

J% 1% BFTT 1 13 2 

17% 13% Brunswick 0.44 3.045JUC9 14% 

19 12% Brush WeU 030 13 ID 147 17 18% 

28% 26% Buckaya Pt 230 0.1 11 108 28% 28% 

16% 15% Bodar MI« 1.44 B.0 0 2 IS 16 

14% 11% Burger K I 13611.019 B8 14% 13% 

26% 16% Burt Coat 10 308 (8% 18% 

47% 36 Burl North 130 33 122865 38 % 37% 

42% 33 Burin Rmc 0.70 2023 B43 38% 34% 

18 14% Burnham PC 138 83 48 71 IB 16% 


+% 


+% 


76% 80% +1 
22% 23 +% 

6 % 

23% 

2 
14% 

17 

28% 

IB 
14% 

18% 

37% 

35 
15% 


+% 


26% 25% -1 % 
b% a% 

19% 20% 

IS IS 

56 58% 

32% 32% 


+% 


31% 23% Am Bus Prd 0.70 ZB IS 114 2B% 

8% 7% Am Cap Inc 0.8* 10J 270 8% 

20% 18% Am Cap Bd 1.68 83 35 61 u20% 

20% 18% Am Cap CV 1.30 88 0 28 19% 

88% 53 Am Cyanamd 165 2.8 141556 58% 

34% 30% AmS Peer £40 74 121331 32% 

34% 20% Afl Eiprooo r 100 4.1 151H4 24% £3% 24% 

49% 40% Am Gem Co £08 4 2 111053 49 % 47% 49% 

9 BAnGonlar £78 88 340 u9 8% 8% 

37 27% Am HMi Pr 2 66 8 4 15 114 31% 31% 31% 

32% 23 Am Hantge 084 2.7 16 4 31% 31% 31% 

84% GG% Am Heme Rr 2.60 3.5 164481 76 % 73% 75% +1% 

0.75 33.3 10 21 2% d2% 

0.68 05112KJ 88% 87% 

1 716 a d% 

2001067 2B2 

102 9.1 66 


3% 


% 

1 % 

11 % 


S di% 

11 % 11 
44 43% 43% 
7% 7% 7% 

2% <12 2 


3% 2% Am Holds 
96% 82 Am Ini <3r 

2% % Am inlmi 

8% 2 Am InB PI 

11% 10% Am Opp inei 
48 30% Am Proadl 0 80 14 » 507 

10% 7% An 8ui Es i 1 50 19.7 5 79 

3% 2 Am 94o Bd 4 29 

J7 30% Am Sure* 1 070 20 101540 34% 34% 34% 
44% 36% ATBT * 132 2DB&nfla 44% 43% 44% 

18% 16% Am Hair 3% 1.26 71 zlOO 17% 17% 17% 

28% 20% Am Wrtr 0.92 4.1 9 371 22% 22 22% 

66% 48% AmertMch * 152 5.4 142065 64 % 63% 84% 

36% 29% Ameron Inc 128 *2 18 7 30% 30% 30% 

2% y\ Ames Ol St 0 167 A % % 

18% 13% Ametok Inc 0.68 4.4 18 537 15% 16% 15% 

11% 10% Amev Sec 156 9.0 0 23 11% 11 11 

220 4.6 243199 47% 46% 47% 
030 4 1 8 64 7 % 7% 7% 

012 20 27 9 6% 6 6% 

1.04 2712 250 26% 27% 26% 

8 261 3% d3% 3% 

030 13 54 67! 24% 23% 24% 
982 632 6% 8% 8% 

0.92 21 12 6 29% 20% 29% 


+% 


-ft 


31% 41% Amoco 
0% 6% AmptsPtn 
12% 5% Anna (ne » 

31% 21% AmaeuBi 
6% 3% Anocemp 
27% 18% Anadarfce 
11% 8%AnalooDav 

40 28% Angelica __ _ ___ 

60% 51% AnharBach 112 20173481 SB% 66% 


28 23% A»m PpsPI 208123 7 28% 26% 28% 

47% 33% Artham 17 *3 38 36 % 36% 

14% 10 Anthony In (144 4.015 3 11% 11% 11% 

47% 38% Aon Corp 106 3011 307 46% 48 46% 

18% 12ApacM Op x 028 18 28 484 16% 16% 13% 

11% 10% Aces MU! r 081 e.2 216 11% 11% 11% 

10% 6% APH 16 446 6% d6% 8% 

102 86% Apptf%P1 * 8 12 8.1 zlOO 99100% 100% 

8% 5% AppH Mag 4 18 6% 6% 8% 

32% 33% ArehdOan 0.10 0 4 136210 24% 23% 24% 
47% 38% Area CKamt 250 6822 260 45% 

11% 5% Arc Alaak 11 128 1(% 

12% 6% Artln 020 3.11011504 0% 

38% 29% AiMa PI 3.00 83 37 38% 

44% 32% AmK»4JP 4SO 10.4 5 43% 

7% 4% Armce Inc 11385 7% 

24% IS Armed 21P 2 10 9.0 30 23% 

37% 28Armstrong 120 39271194 31% 

32% 23Anw El PI 13* 82 90 31% 30% 31% 

20% 14% Arrow Elac SB1150 >8% 10% 19% 

11% 4% Am* Grp 1 38 6% 5 5% 

27% 20% Arvln Ind 088 2724 103 23% 24% 25% 

31% 19% Asarco Inc 000 23 28 851 30 29 

38 26% AaMd Cod 0.*0 1 J 12 63 30 29% 

34 2S% Aahlnd 011 100 3.7 10 544 27 % 26% 

” " 10210J 130u16% 10% 

23919.6 6 183 12 11% 

0.12 00 35 92 23 % 23% 

1.00 6213 38 W% 15% 

280 1 1 zlOO 260% 288% 

37% 30% AUma Gaa 208 5 BIS 833 36 % 36% 38% 

8% *% Adnra Sos 0.40 74 13 8 5% $% 6% 


-% 



16% 12% Asia Pec F 

14% 10% Anal Invr 
35 16% AM MGa> 
16% 12% AWone 
281% 235% All Rich 2 


20 
» 

27 
16% 

12 
23% 

16 

263 +4% 


-% 


23% 10% Alintt Egy 1.B2 BA 11 340 u23% 23% 23 

119% 88% A0 Rich 3.90 30 322031 1D9% 107% 108% 

7 5% Aim JS 5 5% 3% 3% 

23 18 Atmos Engy 12* 63 14 23 

13% 10% Amb ADR i 030 4.0 13 580 

10% 6 AwSrtVId 10 24 

12 6% Augar 0 40 3 6 61121 

10% 8% Aurtris Fd 0.13 10 12* 

49 41 % Aulom Oats 048 M 231056 

4% 2% Avalon Egy 5 158 

28 24% Avemco K 040 1.923 8 26% 

30 23% Avnsi (nc 080 21 20 283 28% 

63% 44 Awm Prods 1.40 2B 28 653 33% 

28% IS AycBn Corp 7 30 18% 


St 

18% lll« 19% 
12 % 12 % 12 % 
8% 6% 5% 

to% 10% io% 
8 % 0 % 8 % 
42% 41% 42% 
2% <12% 2% 
»% 

27% 

52% 

16 


a 


SB 


26% 

a 

33% 

18 


+% 


-% 


- B - 

43% 33% BCE 260 60 10 698 37% 37% 

- ? £ r - 


37% 

’it 

a 

28 

33% 

& 

8% 

47 


15% 7% BET ADR * 0.44 3 9 8 4 11% 11% 

8% 6% Balmco 020 2014 102 6% 6% 
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Dow reflects 
worries about 
US economy 


Turnover dries up as holiday season progresses 


Wall Street _ 

US SHARE prices traded in a 
narrow range on either side of 
opening values yesterday, as 
the markets digested the impli¬ 
cations of last week's bad eco¬ 
nomic news and the interest 
rate cut by the Federal 
Reserve, writes Patrick 
Harverson in New York. 

At the close the Dow Jones 
Industrial Average was up 8.92 
at 3,339.21. The more broadly 
based Standard & Poor's 500 
was also little changed at the 
finish, up just 2.07 at 413.B4, as 
were the Amex composite, up 
0.03 at 332.58 and the Nasdaq 
composite, 0.19 lower at 563J.6. 
Turnover on the NYSE was 
187m shares. 

Last week shares fell despite 
a big cut in interest rates by 
the Fed because investors were 
more concerned with what the 
bad June employment figures 
said about the state of the eco¬ 
nomic recovery. That concern 
continued to hamper the mar¬ 
ket yesterday, and with the 
first batch of second quarter 
corporate earnings due out 
soon, investors are likely to 
tread warily until they see a 
clear sign of improvement in 
company profits and in eco¬ 
nomic activity. 

Among individual stocks, 
consumer-related issues fared 
well in active trading on hopes 
that they could be a good 
defensive play during tough 
economic times. Philip Morris 
firmed $'.4 to $78%, Proc¬ 
ter & Gamble climbed $1% to 
$49 %, Johnson & Johnson 
firmed $1% to $46%. Coca-Cola 
rose $% to $42% in turnover 
of almost 1.5m shares, and 
RJK Nabisco put on $% at 
$9%. 

Banks were mostly weaker 
as analysts warned that compe¬ 
tition for customer accounts 
might prevent them irom 
reducing their already low 
deposit rates in the wake of the 
Fed's discount rate cot. Chemi¬ 
cal fell SI to $37%, Citibank by 
S% to $20%. Chase Manhattan 


by $% to $27% and BankAmer- 
Lca by $1% to $44%. 

Some of the broking stocks 
that rose after Thursday's rate 
cut also gave back some of 
their gains, with Paine Webber 
easing i*A to $21% and Salo¬ 
mon falling $2 to $35%, 
although Merrill Lynch recov¬ 
ered from early losses to end 
up $% at $52%. 

Airline stocks took off in 
expectation that approaching 
increases in fares will boost 
flagging margins without dam¬ 
aging demand too much. Delta 
was $% higher at $55%, AMR, 
parent of American Airlines, 
put on $1% at $66%. UAL was 
up $% at $117%, USAir gained 
$% at $13% and Southwest Air¬ 
lines rose $1% to $43. 

On the Nasdaq market, Fed- 
First Bancshares jumped $4% 
to $33% after Southern 
National agreed to acquire the 
company in a stock-swap deal 
worth $88.8m. Southern 
National fell $% to $15%. 

Canada 

SHARE prices in Toronto 
closed slightly higher in rela¬ 
tively light trading. Based on 
preliminary data, the compos¬ 
ite index gained 6.77 points, or 
0.20 per cent, to close at 
3,426.91. Declines edged 
advances 274 to 243, trading 
volume of 20.643m shares was 
above Friday's 15.021m shares, 
and trading value was 
C$242.6m against C$166.9m. 

The financial services group 
posted the day’s biggest gain. 
Royal Bank was up % to 24%, 
Bank of Montreal was up % to 
47. Scotiabank gained % to 
22% and Canadian Imperial 
Bank gained % to 28%. 


SOUTH AFRICA 

JOHANNESBURG fell as polit¬ 
ical uncertainty kept buyers 
away. The industrial index 
dropped 65 to 4,434 and the 
overall index was 51 easier at 
3,599. The gold index shed 14 
to 1,085. Saso] fell 70 cents to 
R18.15. 


THE Group of Seven summit in 
Munich and the summer holi¬ 
day season reduced turnover 
levels across the Continent, 
writes Our Markets Staff. 

FRANKFURT reversed Fri¬ 
day's index pattern with a bet¬ 
ter performance in the broadly- 
based FAZ, which rose 1.54 to 
700.46 at midsession, than in 
the 30-share DAX, which eased 
4.62 to 1,772.36 at the close. 

Turnover fell from DM8bn to 
DM4-5bn. The move from cycli¬ 
cal to defensive stocks which 
marked most of last week was 
hard to detect yesterday with 
banks fairly flat and utilities 
flat to lower, although car- 
makers, engineers and steels 
fell by more. 

Among special situations, 
the meat processor. A Moksel, 
closed DM10.20 higher at 
DM399 after DM406.50 on news 
that the German brewery 
group Gebruder Marz was close 
to taking a 33 per cent stake in 
the company. There was talk 
in the market that it might pay 
DM480 a share. 

In retailers. Asko recovered 
DM29 of Friday’s post-suspen¬ 
sion drop of DM109 to close at 

ASIA PACIFIC 


DM665. Mr Frank Raschke of 
Nikko Securities said that 
there were two views on Asko: 
first that there was more trou¬ 
ble to come from investments 
in companies like Adia. the 
Swiss employment agency 
group, and, secondly, that 
Asko would now concentrate 
on retailing and make lots erf 
money. In the meantime, he 
said, yesterday's rise was sim¬ 
ply a technical reaction. 

PARIS closed at Its lowest 
level in nearly five months and 
the lack of business made 
many brokers wonder why 
they had bothered to come to 
work. The CAC 40 index lost 
15.12 to 1.868.52, its lowest 
close since 1.865.11 on St Valen¬ 
tine’s Day, in turnover of just 
FFrlJbn. 

Leisure and tourism stocks 
suffered the most from the 
truck drivers’ strike which has 
brought French motorways to 
a standstill Euro Disney dosed 
FFr220 lower at FFr10220, its 
lowest close this year, while 
the hotel company Accor fell 
FFr7 to FFr739. 

Hachette was the sole pro¬ 
vider of any news, announcing 
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that it would sell some build¬ 
ings in central Paris for 
FFr500m. The stock closed fiat 
at FFr127. Meanwhile, worries 
about the state of the property 
sector continued to weigh on 
financial stocks, with the 
insurer UAP losing FFr17 to 
FFr447 in thin trading. 

MILAN sank further into its 
depression following the Bank 
of Italy’s decision to raise the 
discount rate to 13 per cent. 
The Comit index fell 2JB1 to 
441.35 in turnover estimated at 
L65bn after Friday's L79.9bn. . 

Rat feU L51 to L5.061 and 
eased to L5.040 after hours 
while bigger losses were seen 
in second-line stocks. Burgo 
fell L360 to L4.880 and Ital- 
cementi dropped L290 to. 
L10.450. 


In COPENHAGEN, trading 
re-opened in Hafnia shares 
after a three-day' suspension, 
with Wafaia B falling as low as 
DKr34 In early trading but. 
closing at DKr9T, down DKr9, 
writes EUarg Barnes. Institu¬ 
tional Investors guaranteeing 
the DKrtbn rights Issue by 
rfofhfa Holding might have to ' 
take up the entire issue. The 
all-share index rose 0.20 to 
319.70 in a day of very low 
turno ver. 

STOCKHOLM was led down 
by banks and finance which 
fell 2 per cent- as the Afiars- 
v&rlden General index closed 
10 J to 904J. 

Concern about loan losses 
left SE-Banken A SKrOJO down 
at a new 1992 low of SKr27.50, 
and Svenska Handelsbanken 


lost SKrl.50 to SKr49.50. 

OSLO recovered a little on 
bargain-hunting after its latest 
slide, the all-share index rising 
3E5 to 397.10 in turnover of 
NKrl91m- _ , 

The insurance company Uni 
Storebrand also recouped some 
of its recent losses, the A 
shares rising NKr2 to NKi33 as 
a domestic newspaper apolo¬ 
gised for an article last week 
saying that Uni was “techni¬ 
cally bankrupt".. 

ZURICH traded in its new 
bourse building, where it saw 
profit-taking in insurers as the 
SMI index lost 8.4 to dose at 
1 , 862 . 6 . In addition, the weak 
. dollar hurt shares in export- 
oriented industrials, which 
earn a large portion of their 
revenue abroad. 

■ Bearer shares in the chemi¬ 
cal group Ciba-Geigy topped 
the active list as they eased 
SFr4 to SFriS&fc Zurich Insur¬ 
ance bearers were SFr20 e asie r 
at SFr 1,910 and Winterthur 
bearers SFrSO lower . at 
SFT3,100. 

UfATHiTD dropped in thin 
trade with investors discour¬ 
aged by the gloomy outlook for 


the Spanish economy. Thegea- 
era! index finished 2.70 iowt*t 
ar.236.74. 

Banes to underperform ed-lri 
the banking sector, wtth a fan 
• of Pta65 to Pta2,410. Construc¬ 
tions saw weakness again ;ia 
Cubiertas, Fta260 lower at 
Pta7,000, and Uralfta down 
ptallS, or 11 per cental Ptaftff 
after last week's agreed : 
with the chemicals company- 
Argonesas, which dropped 
Pta200 to Ptai450. 

AMSTERDAM closed lower, 
as the dollar weakened. The 
CBS Tendency Index dosed at 
1222 , down 0.8. 

BRUSSELS closed mixed la 
■ rtiin trading as the BeFSQ indes 
"was almost unchanged, .down 
just 0.20 at 1,174.60 Jta low ttitxh 
over of BFrt9lm. Petrolina 
dropped BFr200 to BFrl0,950. 
while CBR climbed BFrud to 
BFr&200. 

ISTANBUL leapt 5 per cent 
in a rally which accelerated 
towards the close after the 
marke t overcame nervousness 
hanging over from the heavy 
profit-taking of -late. last week.' 
The 75-share index closed at. 
A387.02, up 211.06. 


Nikkei loses early gains in sharply reduced volume 


Tokyo 

SHARE prices failed to sustain 
mid-afternoon gains and the 
Nikkei average closed margin¬ 
ally lower in sharply reduced 
trading, writes Entiko Terazono 
in Tokyo. 

The index fell 60.71 to 
16.657.07 after a low of 16,624.75 
and a high of 16.852.17. Dealers’ 
purchases of speculative theme 
stocks pushed the Nikkei 
higher in the afternoon, bat it 
declined as the buying failed to 
spark Interest among institu¬ 
tional investors. 

Volume fell to 150m shares 
from 337m. Declines led 
advances by 530 to 397 with 171 
unchanged, and the Topix 
index lost 6.01 to 1,28754, Its 
first decline in five days. In 
London, the ISE/Nlkkei 50 
index fell 0.44 to 1,009.36. 

Institutions remained lethar¬ 
gic, citing the Munich summit 
and a possible cut in the dis¬ 


count rate as reasons for their 
inactivity. 

“There seems to be some 
movement behind the scenes 
towards an immin ent cut in 
the official discount rate,” said 
a fund manager at Dai-Ichi 
Mutual Life. 

However, Mr Shlomichi 
Kawamoto, analyst at Nikko 
Research Institute, said further 
monetary easing would not 
push prices higher. “A lot of 
investors are sceptical, since 
the past four cuts In the dis¬ 
count rate have not helped the 
market," he said. 

Speculative theme stocks 
were traded actively by dealers 
trying to increase trading vol¬ 
ume. Two environment* 
friendly stocks, Taiyo Fishery 
and Nippon Formula Feed, rose 
Y29 to Y5Z0 and Y15 to Y755 
respectively after they 
announced plans to breed blue 
fin tuna. 

Toyama Chemical and Green 
Cross lost initial gains. Inves¬ 


tors had bought the stocks on 
reports that the companies are 
jointly developing an anti-Aids 
drug. Toyama fell Y14 to Y751 
and Green Cross lost Y30 to 
Y1.040: 

Fujitsu declined Y27 to Y606 
on reports that the company 
might suffer an 80 per cent fall 
in pre-tax profit to Y5bn for the 
first six months to September. 

Brokerage houses were 
weak, with Nomura Securities, 
down Y2Q to YL290 and Nikko 
Securities losing Y30 to Y56L 
Investors were discouraged by 
Nomura’s plans to reduce its 
staff by 2,000 over the next five 
years. 

In Osaka, the OSE average 
lost 124J3 to 19,567.41 in vol¬ 
ume of 7ta. shares. 

Roundup 

APART from Hong Kong, 
where trading was extremely 
lively, turnover in the region 
was thin. Bombay remained 


inactive as a brokers' boycott 
entered its fifth week. 

HONG KONG hit an after¬ 
noon wave of profit-taking and 
rogbteimd its third consecutive 
loss in extremely active trad¬ 
ing, the Hang Seng Index sink¬ 
ing 37.08 to 6,024.77 as turnover 
roseHK$2bntoHK$6Jhn. 

Property shares turned in 
the biggest losses after last 
week’s HK$3.2bh private plac¬ 
ing by Sun Hung KaL Late sell¬ 
ing was fuelled by rumours of 
covered warrants befog Issued, 
for Dairy Farm International ‘ 
SEOUL dropped to a four- 
year low m thin trading, the 
composite index falling 9.69 to 
535.72 on rumours: of small 
company business failures and 
on declining deposits, witfr bro¬ 
kerage houses. : : 

Turnover foil .to ' Wqnl0&7bn. 
from Friday’s Wonl3&ZbxL £n 
estimated Wonlfflm was with¬ 
drawn from brokerage house 

de posits of Wonl^OObn. - 
NEW ZEALAND climb ed on 


falling domestic interest rates, 
the NZSE-40 index putting on 
17.18 to 1,569.07 In turnover 

- ’ down ' from NZ$22-7m to 

NZ$2L9m. 

Fletcher Challenge, seen as a 
particular beneficiary of falling 
foterest rates because of its reL- 

• atively high dividend yield, 
gained 5'cents to NZ$3.53 in 
volume of 867,000 shares. 

MANILA rose In light deal-' 
ings as bargaitthunting lifted 
selected stocks. Philippine 
National . Bank gained 2.50 
pesos to 330 as the composite 
index ended 19.17 higher at 
M96.33. . 

AUSTRALIA went extremely 
quiet, turnover dwindling from 

~ A$183m to A$U8m as the All 
Ordinaries index rose just 0.4 

- r ‘‘. ; \ ’• 

. .. Brokers said the. market was 
quiet lit anticipation of a 

• domestic easing of monetary 
policy as early as today. Equity 
raising s were also blamed for 

. the thin business, as. funds are 


being kept aside for suck 
contingencies.. - 

SINGAPORE and KUALA 
LUMPUR moved little, the 
Straits Times Industrial index 
easing 3.59 to 1,480.51, and the. 
irr.SB composite index dosing, 
just 0.33 lower at 595.75. ; 

Volume at the SES was estl- - 
mated at around 24m shares, 
one of the lightest trading days. 
-this year. An early firmness 
based on gains in Singapore 
' Airlines (SIA) stock gave way 
In mid-morning as proftt-takfog 
in index-linked stocks, over¬ 
whelmed the 40-cent SIA rise. 

BANGKOK'S SET index feU 
7.24 to 73L62 on turnover-of; 
Bt2.7bn. Turnover has not 
fallen below BtSbn since June 
10, just before Anand Panyara- 
chun was re-named prime 
minister. 

DHAKA foil ahead of a 48- 
hour industrial strike due. to 
start today. The all-share index 
fell 4.09 to 382.4 in turnover of 
Tk3.48tn after Tk2J8m.. ?Y 


Hopes and realities in interest rate effects 
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By Antonia Sharpe 

T HE hope of lower inter¬ 
est rates helped Tokyo 
make a 5.4 per cent 
gain on the FT-Actuaries 
World Indices last week, while 
the reality of cheaper credit 
prompted a round of profit¬ 
taking on Wall Street, leaving 
the US index only 2.1 per cent 
higher on the week. 

Tokyo's recovery helped the 
world index rise by 1.9 per 
cent in local currency terms; 
without the Japanese contribu¬ 
tion the index would have 
shown a gain of 0.8 per cent 
The prospect of lower inter¬ 
est rates in Europe remains 
muted, however, following 
Denmark’s “No” to the Maas¬ 
tricht Treaty in early June. 

Mr Andrew Bell, director of 
European strategy at BZW, 
believes that Germany’s over¬ 
shooting of its M3 target has 
effectively ruled out a cut in 
German interest rates this 
year. “This effectively con¬ 
strains action in other centres 
which need easing more,” he 
says. 

Last Sunday the Bank of 


Italy was obliged to raise its 
discount rate to defend the 
lira, which had fallen steeply 
the previous week on devalua¬ 
tion fears. The weak currency 
and bond markets deepened 
the depression 'in the stock 
market, which dropped 4.1 per 
cent last week to its lowest 
level since February 1988. 

Kleinwort Benson believes 
tiie market has over-reacted to 
a spate of bad news and that 
the underexposure of both 
domestic and foreign inves¬ 
tors, as well as the low trading 
volume, suggest that it is 
worth being contrarian ona 12 
to 18-month view. “We believe 
that it’s worth picking up 
some of the stock currently 
being oversold," the broker 
says in its latest report. 

Mexico provided the sec¬ 
ond-best performance of the 
week, recovering 4.7 per cent 
after its recent falL Latin 
American Securities says the 
market reacted positively to 
the postponement of the Ban- 
acd share offer, and to news 
that the US and Mexico had 
reached a preliminary agree¬ 
ment to liberalise their trade 
in financ ial services. 
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The Aprjl general . 
I elections*, ImWhjch 
an unprecedented 
fragmentatfon of the 
political parties:-. 


complicated the formation of a new 
government, highlight the -heed for 
political reform. Withoutiythe main 
economic issues will be hard to 
address,, writes Robert Graham 

Amato faces 
awesome task 


O N PRESENT form, Italy 
would find it "hard to 
comply with even the 
most benign interpretation of 
the demands for closer integra¬ 
tions laid down by the Treaty 
of Maastricht 

The budget deficit has deteri¬ 
orated during the course of the 
past six months at an alarming 
speed. By the end-of the year, 
it could be 11 per cent of. GDP, 
more than double that of its 
main EC partners. The.deficit' 
continues to be financed by 
state borrowing and total debt. 
is equivalent to 103 per. cent of 
GDP, more than 40 percentage 
points, above the m aximum 
permitted by Maastricht 
Unless the treaty conditions 
are watered down. Italy has lit- . 
tie more than two years to 
achieve major corrections In 
its budget deficit and the over¬ 
all level of debt (roughly one 
third of all European debt). 
This Is the awesome task now 
facing the country’s 51st post¬ 
war government as it struggles 
to establish itself under Profes¬ 
sor Giuliano Amato, the Social- ’ 
ist Party deputy leader. 

The government is based on 
the same four-party coalition of 
Christian Democrats, Social-~ 
ists. Social Democrats and lib¬ 


erals as the previous one. How- 

• ever,- in the April general elec¬ 
tions the : coalition was badly 
bruised by a large protest vote 
and its majority has shrunk to 
26 in £he.63frseat chamber'of 
deputies. 

• J The new prime minister is 
an.astute politician with a fbr- 

: midaWe intellect He. is thor-. 
oughly : femfliar with the coun¬ 
try's plight and his programme 
.. says all the Tight things about 
tackling Italy's problems. He 
.4nts singled out four priorities 
'-■ correcting .the budget defi- 
'• cit, fi ghting organised crime, 
introducing institutional 
. "reform and rfnanfag up public 
administratlon- 

; But the precarious nature of 
Mr. Amato’s majority, com¬ 
bined with the Increasing 
. internal .divisions among the 
parties, especially the Chris¬ 
tian Democrats and his own 
Socialists, will oblige him to 
fight for- every measure. Fresh 
elections are likely next, year 
- if nothing else to consolidate . 
political and economic reforms" 
which are being'promised. 

. ; In the meantime, a weak 
coalition government. must 
court unpopularity by cutting 
public spending on pensions- 
and welfa^ benefits, ~wMle 


freezing public sector pay and 
transfers to local authorities. 
The politicians’ track record 
has been one of indecision, 
sleight-of-hand or simply mov¬ 
ing the goal-posts to preserve 
their privileges. Sceptics, argue 
the prospect of genuine reform 
is more remote in the wake of 
the general elections because 
the parties are so mud) more 
fragmented and weakened by 
internal divisions. 

However, the reverse side of- 
this coin is that the very weak¬ 
ness and divisions of the par¬ 
ties permit the government 
more room for manoeuvre. 
Furthermore, pressure for 
change is now stronger, pre¬ 
cisely because so many of the 
country's political and eco¬ 
nomic structures have foiled to 
adapt and now lag behind the 
rest of Europe. The April elec¬ 
tions demonstrated conclu¬ 
sively that Italy’s proportional 
representation system encour¬ 
ages unstable coalition govern¬ 
ments: 16 parties were 
returned to parliament. 12 of 
whom had less than 6 per cent 
.of the vote and only one more 
than 20 per cent. 

Whether it bef the political 
system, the law. or public ser¬ 
vices such -as hospitals, the. 
post and airports. Italy is at 
the bottom, of the - European 
league. Businesses complain 
ever more loudly that Italy is 
losiug. competitiveness because 
of the high cost and inade¬ 
quacy of these services. Ordi¬ 
nary Italians are simply fed up 
having to cope with a malfunc¬ 
tioning state. 

T ins sense.of frustration is 
evident in widespread 
support for the referen¬ 
dum movement - a movement 
that sees pariiampnt as incapa¬ 
ble of legislating for reform 
and thus seeks to impose legis¬ 
lation through referendums. 
As many as 10 referendums 
could be staged next year cov¬ 
ering changes in proportional 
representation to tightening 
envir onmental controls. 

Disaffection with the system 
.translated into a protest vote 
at the-general elections. As a 
result, the long-runnings hege¬ 
mony of the Christian Demo: 
crats has been seriously eroded 
and the political landscape 
redrawn by the emergence of 


Roman columns hold the old structures In place? 


the populist Lombard League 
which has become the second 
largest party in northern Italy. 

The league is campaigning 
for devolution of power to the 
regions and a complete over¬ 
haul of the “partitocracy" - 
the incestuous relationship 
between political parties and 
the state apparatus which has 
grown up over the past four 
decades. The extent to which 
the parties have become 
entwined with the state has 
been highlighted by the five- 
month-old Milan municipal 
corruption scandal. Headed by 
the Socialists, the parties run¬ 
ning the municipal administra¬ 
tion have illicitly financed 
themselves on bribes from 
rigged contracts for a decade. 

The affair has involved 
Italy's leading construction 
companies as well as promi¬ 
nent politicians and continues 
to gather momentum with 
inquiries spreading out from 
Milan to embrace much of 
northern Italy. Such corrup¬ 
tion has long, been suspected 
and : thp real test of changing 


(Photographs for this survey by Trevor Humphries) 


morality will be whether the 
clean-up extends to Rome and 
further south where political 
patronage buys votes and pro¬ 
vides a safe umbrella behind 
which organised crime pros¬ 
pers. 

The will to act against organ¬ 
ised crime has at last been 
stiffened by a combination of 
the sheer scale of Mafia activi¬ 
ties and the brazen challenge 
to the state in the assassina¬ 
tion in May of Mr Giovanni 
Falcone, the leading anti-Mafia 
magistrate whose motor con¬ 
voy was destroyed by a tonne 
of explosives outside Palermo. 

The Falcone killing acceler¬ 
ated the election of a successor 
to Mr Francesco Cossiga as 
president Mr Oscar Luigi Scal- 
faro, an independent-minded 
Christian Democrat lawyer, 
was not the obvious choice but 
was elected on a broad cross¬ 
party alliance because he sym¬ 
bolised the public need for 
political honesty and indepen¬ 
dence. Though a conservative, 
he is emerging as a statesman 
riptprminpd to use his limited 


powers as head of state to the 
full to promote reform of the 
country's ossified institutions. 

The new government itself 
represents a transition 
between old and new formulas. 
The stalwarts of government 
like Mr Giulio Andreotti, seven 
times prime minister and pres¬ 
ent in every administration for 
over four decades, are no lon¬ 
ger there. Of the slimmed 
down 24-strong cabinet, 13 are 
first time ministers and six are 
“technicians”. 

External events and pres¬ 
sures have played an impor¬ 
tant part in forcing change on 
Italy. The collapse of commu¬ 
nism in eastern Europe has 
removed the fundamental Cold 
War divide in Italian politics 
between a Christian Democrat- 
led anti-communist majority 
and a Communist opposition. 
The Christian Democrats have 
to find a new raison d'etre; 
while the powerful Commu¬ 
nists (PCD, deprived of their 
ideological prop, last year split 
between a mainstream social 
democrat grouping, the Party 


of the Democratic Left (PDS) 
and a nostalgic Marxist rump. 
Issues have overtaken ideol¬ 
ogy, weakening the consis¬ 
tency of opposition in parlia¬ 
ment and creating space for 
new players. 

Of equal importance, the 
demands of Brussels on Italy to 
conform with Community 
norms have begun to have an 
effect. The Italian habit of 
approving EC directives and 
then totally ignoring them is 
no longer so easy. Italy, for 
instance, has been caught out 
overproducing milk and risks 
being excluded from some of 
the benefits of agricultural 
reform. Subsidies to industry 
are more difficult to conceal, 
transfers to the south are 
smaller and deregulation is 
slowly coming onto the horizon 
in a number of services. 

At a technical level, Brussels 
is providing the much-needed 
framework within which eco¬ 
nomic and fiscal policy can be 
planned. The dictates of Maas¬ 
tricht regarding inflation rates, 
levels of debt and budget defi- 
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Editorial production 

Gabriel Bowman 


cit are still taken seriously 
despite the uncertain impact of 
the Danish referendum. And 
where the technicians operate 
in the management of the 
exchange rate the commitment 
to the narrow band of the 
European Exchange Rate 
Mechanism is fully observed - 
even at high cost to the 
reserves. Between April 1991 
and May 1992 defence of the 
lira has cost some L27,000bn. 

The lira is near its floor of 
765 against the D-mark and 
since April short-term interest 
rates have moved to 15 per 
cent, a rise of nearly 3 percent¬ 
age points since the elections. 
With inflation of 5.5 per cent, 
real interest rates are almost 
10 per cent and the situation 
becomes like the dog chasing 
its tail: the debt stock 
increases as rates are raised to 
defend the lira and pay for the 
deficit 

The present finan cial situa¬ 
tion is clearly unsustainable 
and this in the end should 
serve to concentrate the politi¬ 
cians' minds. 
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THE ECONOMY 


Extent of problems starts to sink in 


FROM OPTIMISM this time 
last year that it might escape 
the economic downturn 
already affecting most of its 
Industrialised partners, the 
mood has swung to pessi m i sm 
that Italy may find it harder 
than most to emerge now that 
recession has finally struck. 

The full effects of the 
downturn were felt in the final 
quarter of last year. In spite of 
signs of a pick-up in industrial 
production recently, it is still 
unclear whether recovery will 
come before the end of 1992. As 
a result, the chances of the 
economy meeting even the 
revised target of a 1.8 per cent 
rise in real gross domestic 
product look negligible. Last 
September, the government 
was still forecasting real GDP 
growth of 2.5 per cent for 1992. 

Economic policy in Italy 
remains complicated by the 
need for tough action on the 
budget deficit, which continues 
to swell beyond control. After 
rising steadily ahead of 
the April general elections 
following a flood of new 
spending measures, the delays 
in choosing a president and 
forming a new government 
after the poll exacerbated 
matters. 

Last month, the effects of the 
drift became dramatic. After 
remaining Isolated from the 
crisis of confidence that had 
already hit the stock market 
earlier this year, both the lira 
and the government bond mar¬ 
ket came under severe pres¬ 
sure under the Impact of the 
Danish “No" vote on the Maas¬ 
tricht treaty. 

The Danish decision raised 
uncertainties about achieving 
greater economic and mone- ■ 
tary convergence in Europe. 
With the Maastricht process at 
risk. Italy’s own commitment 
to EC policy on convergence 
was immediately put under 
scrutiny. The results were 
traumatic. 

Only repeated interventions 
by the Bank of Italy and a two- 
stage rise in interest rates by 
commercial banks quelled 
speculation against the lira, 
which was further weakened 
by sharp outflows on the back 
of devaluation fears. Although 
the situation has calmed, the 
markets remain edgy. 

In a discussion paper 


released a fortnight ago, Mr 
Giuliano Amato. Italy’s new 
prime minister, put action to 
curb the ballooning deficit at 
the top of his agenda. Mr 
Amato wilted for reduced wel¬ 
fare spending, tougher control 
of public sector pay and 
greater accountability at local 
authority level to limit the 
drain on state finances. And he 
pressed for further action to 
curb tax dodging. 

But Mr Amato's was just one 
of many warning voices in 
recent months. European Com¬ 
munity finance ministers 
issued the first jolt in May, 
when they made an unusually 
strong call for Italy to take 
"drastic and immediate’' action 
to get the budget. back. on 
track. F ailing remedial action, 
the deficit is now expected to 
reach Ll65,000bn this year 
a gains t L152,000bn in 1991 and 
an original 1992 target of 
LmOOObn. 

Days later, Mr Carlo Azeglio 
Ciampi, the governor of the 
Bank of Italy, demanded a rig¬ 
orous austerity package to 
tackle the deficit and help Italy 
meet the targets for conver¬ 
gence with other EC countries 
as laid down at the Maastricht 
s ummit . 

In what was seen as his 
bleakest statement since 
taking office 10 years ago, Mr 
Ciampi called for a major fiscal 
package to cut the projected 
1992 deficit by an amount 
equivalent to 4 per cent of GDP 
on an annual basis during the 
second half of this year. Only 
such harsh measures would 
help the economy get back on 
the right path to meet the EC’s 
convergence criteria fbr 
economic and monetary union. 
As matters stand, Italy passes 
just one of the five criteria. 

Moody's, the US debt rating 
agency, fired a further shot 
across the government's bows 
last month. Having already 
downgraded Italy from its 
top-notch AAA borrowing sta¬ 
tus - the only G7 country to 
have been relegated - Moody's 
warned that the country's AA1 
debt ranking was now itself 
under review on account of 
insufficient progress in reduc¬ 
ing the deficit and and obsta¬ 
cles In the way of increasing 
fiscal receipts. 

Fiscal packages introduced 


in 1991 have managed only to 
keep the public sector deficit at 
10-7 per cent of gross domestic 
product - the same level as in 
1990 - warned Moody’s. 

Meanwhile, current income 
and spending patterns suggest 
that future deficits will 
continue to rise in proportion 
to GDP. The deficit looks set to 
exceed the 11 per cent level 
this year, while overall debt 
now totals 103 per cent of GDP. 

It will be up to Mr Amato to 


tomers, will exacerbate the 
economic slowdown and post¬ 
pone recovery. 

Most observers doubt that 
GDP growth will exceed L6 
per cent year. Neither 
have other economic Indicators 
given much grounds for 
optimism. May consumer 
prices climbed by 5.7 per cent 
on the year - a welcome fall 
from the 6.7 per cent level in 
the Mma month last year. But 
after having dropped to 5.6 per 


Among a few bright points in the outlook are 
stops being taken to improve the technical side 
of economic policy management. The Treasury 
is building up its skills in policy forecasting 


convince the markets that the 
political will to address the 
country’s glaring economic 
problems is now in place. Pri¬ 
vatisation and pensions reform 
remain stalled, while state aid 
to industry and to the economi¬ 
cally-depressed south are stDl 
highly contentious issues. 

To some extent, he is 
starting at a disadvantage. The 
rise in interest rates to protect 
the lira hag pushed up the 
government's own debt 
charges, adding a further twist 
to the deficit spiraL 
Meanwhile, higher rates, 
reaching just above 20 per cent 
for some smaller corporate cus- 


cent in the two previous 
months running, thanVa partly 
to stable or declining oil and 
raw material prices, inflation 
now seems to be picking up 
a g ain, c pating doubts on Offi¬ 
cial year-end forecasts of a 45 
per cent 

Labour costs, even if now 
growing more slowly than, 
before, remain the major 
source of concern. Unaffected 
by the employers' decision to 
block interim payments due in 
May under the now-frozen 
scala mobile indexation system, 
wage rises continue to outpace 
the increase in the cost of 
living. 


After Mr Ciampi argued that 
Incomes policy should be one 
of the priorities for the new 
government, the Co nflnd ustria 
employers' federation wasted 
no time in picking up his «»n , 
stressing the need to lower the 
number of factors which influ¬ 
ence the growth in wage costs. 
Among its proposals were that 
indexation should be retained 
for only the lowest paid, and 
that wage growth should be 
brought into line with Euro¬ 
pean countries where inflation 
is lowest 

Tripartite negotiations 
between the government, 
anions and employers on 
reforming wage bargaining, 
which began this time last year 
only to be suspended within 
weeks, are being resumed. 
However, it remains to be seen 
whether the talks will be any 
more fruitful the second time 
around. 

Meanwhile, Italy’s trade bal¬ 
ance has deteriorated sharply 
this year as imports have out¬ 
paced exports. The develop¬ 
ment has been clouded in nom¬ 
inal terms, bat adjusted for 
inflation, exports have been 
broadly static while imports 
have continued to rise. 

The worsening of the non- 
energy trade hfliamce has been 
particularly worrying, as it 
implies that domestic demand 
has been growing ahead of the 


EC average - which may not 
be surprising in view of Italy's 
delayed economic slowdown 
compared with many EC 
partners - and suggests a 
clampdown may eventually be 
necessary. Meanwhile, • the 
current account deficit climbed ■ 
to L26,2QQbn last year, 
equivalent to around L8 per 
cent of GDP, against L17,600bn 
in 1990. 

The overall economic out¬ 
look is hardly rosy. But among 
the few bright paints are steps 
being taken to improve at least - 
the technical side of the gov¬ 
ernment’s economic policy 
management Following the 
“divorce" of the central bank 
and the Treasury, earlier this 
year, the Treasury has taken 
steps to build up its skfii$ in 
economic policy forecasting 
and management as part of its 
first big reorganisation - in - 
almost a century. 

The changes include the 
appointment of outsiders to 
two .of the Treasury's five most 
senior bureaucratic positions. 
Bringing in academics and law¬ 
yers to beef up the ministry, 
will not solve Italy’s economic 
problems overnight. But it 
should, at least give the new 
government a clearer Idea of 
how serious its difficulties now 
are. 

Haig Simonlan 
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Robert Graham on the parties’ prospects 

A sea-change in politics 


THE STATE of the political 
parties in Italy has never been 
so confused and fragmented as 
in the wake of the April 5 gen¬ 
eral elections. 

These were the first elections 
since the breach of the B erlin 
Wall and the subsequent col¬ 
lapse of communism. In Italian 
terms this had a particular rel¬ 
evance because the behaviour 
of the main parties of govern¬ 
ment and opposition had been 


platform, and, in the eyes of 
the influential Catholic 
Church, this was the raison 
d’etre to rail out the faithflii in 
support 

The Communist Party (PCD 
was the largest in western 
Europe and played the rale of 
the alternative in opposition, 
delicately juggling indepen¬ 
dence from Moscow and defer¬ 
ence to Marxist ideals. 

Thus the rationale for these 


divided party united by a crude 
desire to enjoy the fruits of 
power. 

The PCI has disappeared, 
with most of its members 
transforming themselves into a 
social democrat movement, the 
Party of the Democratic Left 
(PBS). The nostalgic rump split 
to form Reconstituted Commit 


central Italy remains politi¬ 
cally sui generis with . Its effi¬ 
cient small industries- and leg-, 
acy of competent local. 
administration by the left • 
But the PDS, which cast , 
itself as a new reformist party 

with a strong co mmitm ent to 

dean up government, failed to 
convince the voters and lost 


heavily conditioned by Cold--, two do minant parties has been 


War considerations. 

The r uling Christian Demo¬ 
crats in the last resort always 
relied on an anti-communist 


pulled from, under their feet 
Stripped of their ideology, the 
Christian Democrats have 
proved to be no more than a 


nism. Tom between being..an_ support to the league (which, 
opposition in reduced drcum- also adds to the difficulty of 
stances or joining government putting an ideological tag on 
as a junior partner, the PDS is-' the movement). 
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directionless. 

The effect of tills sea-change 
can be gauged from the fact- 
that In the 1978 elections these 
two parties accounted fbr 73 
per cent of the vote. They 
offered genuine alternatives of 
government and opposition. In 
the April elections their com¬ 
bined vote shrank to 48 per 
cent and the choice had ceased 
to be between two dominant 
parties. 

These elections for Italy’s 
llth post-war legislature were 
fought virtually without refer¬ 
ence to programmes of govern¬ 
ment. Instead, the campaign 
boiled down to a poorly coordi¬ 
nated claim by the outgoing 
coalition of Christian Demo¬ 
crats, Socialists, Social Demo¬ 
crats and Liberals that they 
should be allowed to continue 
governing. Ranged - against 
them were some 14 parties. In 
no formal sense were these an 
opposition because they were 
not organised as such. 

Nevertheless, for different 
motives they all wanted to pre¬ 
vent the coalition from con¬ 
tinuing. 

Given that the outgoing 
Christian Democrat-led coali¬ 
tion was profoundly discred¬ 
ited, the large protest vote was 
not surprising: Indeed, it was 
only a surprise to the Christian 
Democrats because they were 
so out of touch with reality, 
never imagining their vote 
could fall below 30 per cent 
The most spectacular 
instance of the protest vote 
was the success of the populist 
movement, the Lombard‘ 
League, which emerged as the 
second largest party in north¬ 
ern Italy. 

However, the league js.not a 
transient phenomenon: rather, 
it reflects a deeply-felt need, 
especially in the rich industrial 
north, for a political party with 
a new moral ethos capahle of 
making government work and 
devolving power to the regions. 
Other parHpfl did weD. such as 
the newly-formed Sicily-based 
la Rete (the Network), and the 
Greens for similar reasons. 

The two long-running gov¬ 
ernment partners, the Chris¬ 
tian Democrats and Socialists, 
more or less retained their vote 
in Rome and to the south; but 
lost heavily in the north. 

There is now a huge l&point 
gap between the Christian 
Democrat vote of 24 per cent in 
the north and its 99 per cent in 
the south. In the south, the 
corrupt client system of poli¬ 
tics, fed by party-controlled 
state investment, still has no 
ovals. There is a dear risk of 
the country being divided into 
two political halves - a 
reformed north and a corrupt 
south. 

The league's influence 
extends to Tuscany and Emilia 
Romagna and is essentially a 
phenomenon of northern 
nationalism. The old commu¬ 
nist heartland of E milia Rom- 
agna and Tuscany has 
switched its loyalties to the 
PDS. This belt across north- 


Kf the outgoing four-party- 
coalition stays together and 
there are no dissidents, it cani 
muster 331 votes - a majority- 
of 16 in the Chamber. However^ 
given internal divisions and 
the April 5 protest vote against 
the abysmal record of the pre: 
vious government, the he£. 
Amato administration has .to 
seek broader cross-party, back¬ 
ing. ' 

. £J □ v 

• Christian Democrats. 
Although their vote fell to 29 
per emit, with 206 deputies (234 
in 1987),' the Christian Demo¬ 
crats remain the largest party-. 



Giuliano Amato, the prime minister: a precarious majority 



President Scatfaro; ta favour 
of reform 

Their poor electoral showing 

has encouraged internal divi¬ 
sions and weakened the 
authority of key historic fig¬ 
ures such as Mr Giulio And- 
reotti, the former prime minis¬ 
ter and Mr Arnaldo ForlanL 
The latter’s candidature for the 
presidency failed to gain frill 
internal backing, forcing him 
to resign as party secretary. 

Squabbles a ver tins post and 
tile party’s direction have para¬ 
lysed decisio ns. A broad divi¬ 
sion exists between those- who 
favour institutional reform and. 
those who fear such reform 
will weaken the party's profit¬ 
able grip on the state appara¬ 
tus. 

The party also has to decide 
on its attitude to Mr Mario 
Segni, leader of the referendum 
movement, whose reformist 
activities make him an increas¬ 
ingly uncomfortable Christian 
Democrat 

• Socialists (PSD- The Milan 1 
corruption scandal has pro- - 
fonncDy damaged the' party’s . 
image and that of Mr Bettmo '. 
Craxt its leader. Developments 
in the. scandal could further ; 
compromise the party and ;• 
encourage the anti-Cmi fac 
tiotL Poor election results with 
13.6 per cent of the vote. <143 
per cent) and 92 deputies have 
wea k en e d the party's position 
as a coalition partner. It. 
remains socialist only in ruma . 
and appears unable to estate 
fish a dialogue with the PDS.~ : 

• liberals (PU). The party’s 
vote rose from 2d to 2.8 per 
cent against 1987 elections, 
with 17 deputies.. Votes were 
won from Republican support¬ 


ers and its prestige enhaunpd 
-Howeyeii.it remains, a minor 
player in the four-party coali¬ 
tion and its position is vulnera-' 
hie under electoral reform. 

Social rDemocrats - (PSDI).. 
Elections marked a further 
stage in the progressive decline 
of the party, with the vote foil¬ 
ing to 2.7 per cent (3 per cent) 
and 16 deputies. It survives by 
hanging onto the coat-tails of 
.the Socialists and .Christian 
Democrat^,,/ 

• FDSi The- -party is going 

through--an*'xmeasy self-analy¬ 
sis, rocked fay the unresolved 
tensions of the metamorphosis 
. from communism to fll-defined 
social.democracy. Also unre¬ 
solved is 'whether the party 
should regard itself as the nat¬ 
ural focus of opposition, nutt¬ 
ing the left The position of Mr 
Achffie-fOechetto as leader has 
been undermined by the 16 per 
cent vote-in April, -^returning- 
107 deputies. In contrast, the 
fareak-away grouping, Recon¬ 
stituted Camnnmtsm, hairf the 
hard-core former PCI vote with 
6.6 per cent and 35 deputies. 
Whether this schism Is tempo¬ 
rary .or permanent is still 
unclear. . 

• Italian Soda! Movement 
(MSI). These neo-fosdst nostal- 
gics no longer benefit from the 
communist menace as a vote- 
catcher. liability to adapt to 
changing, circumstances has 
added, to the party’s margiriaT- 
isation, despite the asset of its 
glamorous new deputy, Ms 
Alessandra Mussolini (grand-" 
daughter of n Duce and niece 
of Sophia Loren). ■Dm;;wife 5.4 
per cent of the vote.(5.9■ per 
cent) and 34 deputies, fee MSI-: 
can be an important ally of the 
governmeot 

•Lombard League. Under the 
fiery leadership of Mr Umberto' 
Bwsi, the league is the' main 
novelty inparliament with 55 
deputies and aj percent of the 


vote. Lack of experience is. 
counter-balanced by a strong 
mandate from league support¬ 
ers to reform .government 
Although a federal movement 
with strong local roots in each 
region of fee north,' electoral 
success has provided cohesion. 

Mr Boss! has promised con¬ 
structive opposition but he 
also pledged to found a “repub¬ 
lic of the north” If Rome foils 
to address the league's griev¬ 
ances. 

• The Republicans (PRI). 
Under Mr Giorgio La Malfo 
this traditional party of the 
intelligentsia can play a key 
balancing role in government 
But the party foiled to gather 
the support it hoped for in the 
elections, the vote rising from 
3.7 to only 4.4 per cent with 27 
deputies. This has weakened 
Mr La Mafia's bargaining post 
fern and to retain credibility he 
may find it more cmijrailentto 
be in opposition to the govern¬ 
ment. 

•The Greens. The party con¬ 
tinues to pick up a small share 
of the protest vote - 2JB per 
cent against JL5 per cent in 
1987. With 16 deputies and 
credibility as environmental¬ 
ists, the government is likely 
to court their overt support 
Similar considerations apply to 
La Rete. This party, formed to 
fight regional elections lh 
Sicily last year by Mr Ledtuca 
Orlando, has aspirations..to a 
national following It picked up 
L9 per cent of the vote and 12 
deputies. •' -. - 

Slightly more quixotic, hut 
also potentially important in a 
narrow parliam entar y majority 
is the support of Mr-Marco 
Panella's Radical grouping. 
This veteran polemicist 
obtained is. per cent; of the 
vote and 7 deputies. was 
influential in securing the can¬ 
didacy of Mr Oscar Lulgi ScaL 
fero .for fee presidency.. 
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ALL TOO bfteo, Italian poHfidans 1 ability 
to talk abbat^prdblems has been the direct 
opposite of tbdir capacity to solve them.- 
On no issue has this been so. evident as' 
that of institutionalreform. 

The process of electing EovaTiii^ta aiid : 
governing Italy has progressively'become 
more unworkable. Every party: bias. 
suggested remedies; but nothing has been 
done. Any such reforms attack the heart of 
the system of privilege and power which'. 
has been consolidated under Christian. * 
Democrat hegemony since the Second 
World War. . . 

The issue-is finally being forced onto the 
political agenda from two appetite direc¬ 
tions. One Set of pressures is canting from 
an' ever-more disillusioned relectorate 
whose' large protest vote in April demon-)-■ 
strated that the existing system ofpropar- 
tional representation had reached the Dm-; 
its of its viability. No fewer than 16 parties 
are represented in the new pariiaroent of 1 
which 12 each gained less than 7 per cent 
of the vote, and only one (the Christian 
Democrats) more than 20 per cent 

From another direction comes the 
impact of. the. cross-party referendum ■ 
mov emen t This is an odd alliance of pott- 
ticians, backed by the public's referendum'; 
signatures, who see parliament incapable" 
of reforming the^state and therefore are ■ 
resorting to referenduihs to do the jito"': 
instead. Significantly, it is led by a dissi- ' 
dent Christian Democrat, Mr Mario SegnL- 

Next year Italy could face op to 10 refer- 
endums on a variety 1 of topics whose emit, 
bined effect would alter radically the for¬ 
mal functioning of the state. Already, the _ 
movement has managed, via a referendum 
in June 1991, to abolish the system of . 


PENSION REFORM baa been 
promised so often that it Is 
hard to taka any proposal seri¬ 
ously. Yet the pressure to 
reform Italy's exceptionally 
generous state . pensions 
scheme - and in parallel also 
open up the system to private 
pension funds - is unrelent¬ 
ing. Social weHhre spending/ 
principally pensions, has 
become one of the main causes 
of the country’s expanding 
public sector deficit - ~ 

Last year, pension payments 
increased iu per cent, a real' 
rise of 5 per cent andfekter 
than the overall level of social 
welfare spending. Pensions . 
accounted for 83 per cent of. 
the L184,000bn social spending 
budget Indeed, pensions dis¬ 
tort It, reducing the r state’s 
ability to spend on other 
items, notably health care, 
where Italy’s outlays are 
below the European average. 

Payments to the/country’s 
14.2m pensioners are now ; 
equivalent to 14 per emit of 
GDP. With the increasing lon¬ 
gevity of tiie population-and a 
stable. - if not declining — 
active.workforce, the difficul¬ 
ties of. funding the existing 




INSTITUTIONAL REFORM 


vote may spur action 


yjnultijagfetemx'- votes which was much 
abussl th^ the corrupt constituencies of 

V- Institutional , reform is short-hand for a 
tiiak^up of a wide range of aspects of 
goyerinnent ?and governances It spans 
altering the system of proportional repre¬ 
sentation.' for parliamentary elections, the 
possibility^of direct elections to the presi¬ 
dency, more autonomy for.the regions and 
..tho iritrpdnctibn of direct elections for 
•baybrar.v 1 : • . * . 

The most, urgent -concerns reforming 
p rop or tio nal representation so that Ital- 
ians posBess aprocesg which produces 
mime stable governments, in this way Ital¬ 
ians'wouldT vote for governments with 
Instead of the present 
vote Her a party, an: uncertain alli ance and 
an ffl^aepirea programme. 

The 1 " existing system provides excessive 
-guarantees.to minority groups which in 
-tam pennflathe political scene to be over- 
fragmented and obliges governments to be 
'formed from coalitions. The country is 
divided up into 32 electoral colleges which 
provide the 630 deputies and 315 senators. 

Stetts gre awarded in the following way. 
The ^totu' votes in each college is first 
added and 'then divided by the total nnm- 
ber of seats plus two - an equation which 
-gives' the Sectoral “quotient". This quo¬ 
tient represents the number of votes eac h 


party must obtain to win a seat 

Usually, it is impossible to allocate all 
seats in this manner (between 16 and 20 
remain). To fill these seats, the remaining 
votes in excess of each party’s quotient - 
or the entire vote If a party has failed to 
reach the requisite quotient - are trans¬ 
ferred to a national electoral college where 
a new quotient is worked out. Thus small 
parties may gain no seat in the regional 
-electoral colleges but with their votes car¬ 
ried forward into the national college they 
stand a good chance; because at this stage 
the number of their votes is usually 
greater than the larger parties. 

, The Christian Democrats have proposed 
to retain this system for 555 seats (88 per 
cent) in the chamber of deputies. The 
remainder would be awarded as a “major¬ 
ity premium” to the party, or the pre-elec- 
toral coalition, with the highest number of 
votes. The aim of the “majority premium” 
would be to give the main party or coali¬ 
tion a stable majority. The coalition would 
have to be clearly defined in advance. 

Their Socialist allies approach the prob¬ 
lem of unstable governments from a differ 
ent angle by introducing a minimum 
threshold vote of 5 per cent in at least half 
the electoral colleges. This would encour¬ 
age the smaller parties to form coalitions; 
.hut it discriminates against regional par¬ 
ties. If applied on the April results, this 


formula would have excluded seven par¬ 
ties who won a total of 100 seats in the 
chamber of deputies. In addition, the Lom¬ 
bard League, which became the second 
largest party in northern Italy and 
obtained 9 per cent of the national vote, 
would have been excluded because its vote 
was unevenly spread. 

The former communist Party of the 
Democratic Left (PDS) has favoured a pro¬ 
cedure whereby deputies who failed to 
obtain a majority vote on the first round 
must go to a second round. Others have 
talked more of a first-past-the-post system 
as in the UK One of the referendums 
currently being considered by the courts is 
a move to introduce a first-past-the-post 
system for two-thirds of the senate. 

Virtually all the parties are agreed on 
the need to redefine the respective roles of 
the chamber and senate. The two have 
been assigned similar but not complemen¬ 
tary roles and this merely impedes the 
Legislative process. More authority would 
he vested in the chamber. 

Another reform concerns the system of 
electing the president. He is elected by 
parliament, the successful candidate being 
the product of back-stage deals between 
the parties. He is thus dependent upon the 
goodwill of the parties, rather than the 
nation as a whole. The party bosses recog¬ 
nise that a quicker system needs to be 


introduced - last month's election of Pres¬ 
ident Oscar Luigi Scalfaro was on the 16th 
attempt (the record is 23). Others want to 
see the president directly elected, account¬ 
able to the voters, not the parties, with 
more real presidential authority and a cut 
in the seven-year term. 

At present the president's principal pow¬ 
ers are to nominate a prime minister and 
dissolve parliament. But these functions 
have been in effect controlled by the main 
parties, as has the composition of the cabi¬ 
net For a more efficient government, the 
prime minister also has to feel free to 
choose his own team and then be answer- 
able to parliament for his programme. 

This margin of manoeuvre is being con¬ 
ceded for the first time to Professor Giuli- 
ano Amato. If it lasts, it could be an impor¬ 
tant element in the parties being pushed 
away from the affairs of state. 

The great barrier to institutional reform 
is the way the political parties have 
become entwined in the apparatus of state. 
The activities of party and government are 
often indistinguishable, and the situation 
has deteriorated as party bureaucracies 
have swollen. This has been made appall¬ 
ingly clear by the Milan municipal corrup¬ 
tion scandal 

A pattern of illegal party funding has 
emerged on the basis of bribes from rigged 
public contracts. This was encouraged by 


the nature of local government which has 
under its sway a large number of state and 
para-state bodies handling big contracts 
such as the local health organisations, the 
local public transport companies and the 
airport authorities. The boards of these 
bodies have been stacked with the party 
faithful. 

On one guestimate. over 100,000 people 
depend directly on political parties. The 
PDS, which now has only 16 per cent of 
the vote, employs over 1.750 full-time staff 
- by comparison the UK Labour party 
employs only 50. After the Milan corrup¬ 
tion scandal, the parties may well feel 
obliged to withdraw their members from 
the boards of these local bodies to demon¬ 
strate they are cleaning up their act 

Tighter control of state spending and 
greater transparency automatically would 
expose party free-loading and the sow gov¬ 
ern) (under-the-table government). But 
such measures would in themselves 
require a new approach to local govern¬ 
ment. At present, local government expen¬ 
ditures are agreed annually in the national 
budget; but with both the local authorities 
and the government knowing perfectly 
well the figures are understated. 

The local authorities are merely spend¬ 
ing agencies with virtually no autonomy 
to raise their own funds and with no pen¬ 
alties for overspending, as invariably hap¬ 
pens. If local government were to be 
reformed by permitting greater autonomy, 
with direct elections for the mayors and 
penalties for overspending, as proposed by 
the new government, this would go some 
way to correct existing abuses. 

Robert Graham 


PENSIONS 


A difficult knot to untangle 


scheme are growing exponen- 
tiafiy. Within 30 yens. If the 
current sys tem is. unchanged, 
it wfitt require something close 
to a' SO per cent contribution 
from labour force salaries to 
balance contributions and pay¬ 
ments. Alte rnati vely, pension 
outlays would-account for 
needy all the current budget. 

The latest Batik of HUy 
annual report, released at the 
end ~of May, commented 
bluntly: “If the. Increase' in 
spending is not controlled, it 
will W necessary to resort to 
higher contribution rates or 
charge more to the state bait 
get In the first scenarincom- 
pany profitability is likely to 
suffer. In the second liigfamra, 
It would be necessary to cany 
out either tough flscal mea¬ 
sures or spending cuts eke- 
where fa compensation.". 

' Itto not just this generosity 


tirnt needs resnaiyinK, The sys ¬ 


tem is open to' considerable 
abuse and political manipula¬ 
tion. Nowhere else in Europe 
does such a high proportion of 

people claim early r eti rement 
on-disability pensions. No 
fewer than ISm people, one- 
- third of all pensioners, receive 
disability. pensions. A high 
proportkm of the latter are in 
-the south where it 1 b a wide¬ 
spread practice to ask local 
polltidiuu to ensure that the 
relevant medical certificates 
are granted to guarantee a 

writtiwmT iflimMHty . 

Equally, state employment 
and its exceptionally generous 
terms for early- retirement 

have been gravely abused. A 
state employee has the right to 
take early, 'retirement after ; 
only 20 yteotf - service if male, " 
and as little as 15 years if a 
woman ( childb irth and chfld- 
caro. time is hiicluded). This • 
compares to 35 years* mini¬ 


mum service for an old-age 
pension in the private sector. 

According to a recent report 
by Censls, the social research 
Institute, 87 per cent of all 
male state employees have 
benefited from some form of 
early retirement scheme. State 
employees also have their pen¬ 
sions calculated in a more 
advantageous manner so that 
they can expect to receive up 
to 94 per cent of their final 
salary inflation-proof. The best 
that private sector employees 
can expect from the state, 
after contributing the same 
quota for pensions from their 
pay-packets, is 80 per emit of 
the average salary of the pre¬ 
vious five years. 

The difference in pension 
payments between public 
employees and the rest of the 
workforce has been one reason 
why state employment has 
proved so attractive and public 


sector payrolls so high - with 
the consequent burden on the 
treasury. 

The funding of state 
employee pensions also bears 
little relation to the demands 
of accountability. There is no 
state pension fond - although 
private sector employers are 
obliged to pay in 1&6 per cent 
and all employees a farther 7.1 
per cent of wages to INPS, the 
state social welfare institute. 
Thus, payments are direct out 
of the annual budget By 1990 
there were over lm state 
employees receiving pensions 
averaging over L18m a year. 

The normal retirement age 
for women in Italy is fixed at 
55 years, five years below the 
European average. The male 
retirement age of 60 is also 1 
Iowa than the EC norm of 65. 

The pensions scheme is thus 
generous in almost every 
aspect This has been the prod¬ 



uct of two mutually reinforc¬ 
ing elements. First a powerful 
trade onion movement in the 
early post-war period fought 
hard to ensure basic pension 
rights. These were gradually 
consolidated, often with the 
help of sympathetic judges 
who gave benign pensioner-bi¬ 
ased judgments in a series of 
court cases where the regula¬ 
tions were tested - and fre¬ 
quently expanded. This was 
especially the case with infla¬ 
tion-related adjustments to 
existing pensions. 

Second, both the political 
parties and the employers 
were prepared to concede 
advantageous pensions to 
employees as a means of buy¬ 
ing peace on the shop floor. 
Good pensions represented 
guaranteed social cohesion. 
And it is precisely this aspect 
which makes reform such a 
sensitive issue. 

For at least 10 years, parties 
across the political spectrum 
have accepted the need for 
reform. No government has 
had the courage to take action. 
Since 1984 there have been 
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1991 Highlights 


as a public limited company. 


A HIGHIY POSITIVE YEAR 


For Banco di Napoli, 1991 "was a year of radical 
renewal, as it was the year when it became a pub¬ 
lic limited company. This was a profound 
change, which will allow the Bank .to operate 
ever more closely with the market. 

Banco di Napoli opened 101 new branches du¬ 
ring 1991. It was the first rtaiian bank to launch 
a share issue in Europe. As.it enters the Euro¬ 
pean market. Banco di Napoli therefore con¬ 
firms that it is a dynamic and competitive group, 
ready to meet the challenges of the future. 


Highlights of the annual accounts 
(in billions of Italian, lire) 



1991 

Percentage 

charge 91/90 

Totalassets 

96.649 

+16,6 

Loans and advances 

63.711 

+16.6 

Deposits and borrowed funds 

76.870 

+14,2 

Capital'and reserves 

4.327 

+165,0 

Net profit 

177 

+115 

Gross income 

2534 

■ +7,4 

Gross profit . - - 

856 

' +11,2 

Depreciation and provisions 

679 

+11,1 


The AGM of Banca Popolare di Milano was held on 25 April 1992. The 
meeting, chaired by Piero Schlesinger, approved the financial statements 
for 1991 which closed with a net income of US $ 162,5 million. A dividend 
of US $ 0,43 per share was declared, with a total payout of US $ 84,5 
million compared to US $ 83,9 million previously. 

The principal parameters of the banking business are summarised below: 


Customer deposits 

' OS $ 16,251 {trillion 

+ 10.4% 

Tidal deposits 

US $28,095 million 

+ 7.5% 

Loans.to customers . . 

US $ 15*170 million 

+ 13.9% 

Total loans ' 

US $ 23,255 million 

+ 10.5% 


flATE AT 31. I«1 


The rise in lending was directly re¬ 
flected in profitability: the interest 
margin rose 4#> to US $ 979 million 
while income from services climbed 
18.2% to US $ 395 million. 

Overall, the intermediation margin 
was 7.7% ahead at US $ 1,374 mil¬ 
lion, although net income eased 6.5% 
following prudent additional provi¬ 
sions for loan losses. 

Fourteen new branches were opened 
during 1991, expanding the network 
to 222 in 12 regions throughout Italy. 


Capital stock increased by US $ 128 
million during 1991 following a cash 
issue and premises were revalued, in 
accordance with Law 413/91, by US $ 
289 million net of taxation. 
Following the allocation of the net 
income for 1991, capital and reserves 
therefore strengthened to US $ 2,044 
million. 

In addition, further capital totalling 
US $ 51,9 million has been injected 
following the conversion of BPM 
warrants during 1992. 


'^fiNAPCU 

> THE GROUP'S NUMEROUS COMPANIES GUARANTEE ^ THE WIDEST RANGE OF FINANCIAL AND BUSINESS SERVICES. 

'THE BANK IS NOW IN ITS 453 rd FINANCIAL YEAR. 

' S OFFICE-TOLEDO 177/178,80132 NAPLES-649 BRANCHES IN ITALY. 

• ABROAD-BRANClffiS^« YORK, FRANKFURT, MADRID, BARCELONA, THE CAYMAN ISLANDS, LONDON, HONG 
‘ KONGAM^ LUXEMBOURG (BANCO 01 NAPOLI INTERNATIONAL) AND THE USA 

<m COMMERCIAL PaX REPRESENTATIVE OFFICES IN BRUSSELS, LOS ANGELES, MOSCOW AND ZURICH. 
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ITALY 4 


PUT MORE than 100 leading Italian 
public sector bankers and industri¬ 
alists on a royal yacht, sprinkle a 
few dozen UK corporate financiers 
and add a pinch oi sunshine for a 
day's cruise, and you could have the 
perfect recipe to kick-start a privati¬ 
sation programme. 

That, at least, was the thinking 
behind a marketing wheeze last 
month to sell Italians the merits of 
the UK's financial services industry, 
especially as far as privatisation 
was concerned. 

But. as everyone on board already 
knew, privatisation in Italy involves 
more than just chat and a cup of 
tea. Selling state enterprises offers 
immense potential to cut the budget 
deficit, let alone increase competi¬ 
tion and improve sen-ices. Yet sig¬ 
nificant sales still remain conspicu¬ 
ous by their absence. 

The role of the public sector in 
the economy is hard to miss. State- 
owned concerns account for almost 
half Italy's SO biggest companies in 
terms of turnover. DU. largest of the 
state holding companies, accounts 
for around 5 per cent of gross 
national product. ENI, the second 
largest, has a stranglehold on the 
energy market and is a major force 
in chemicals. Efim, smallest of the 
big three in terras of sales, leads by 
a furlong when it comes to losses. 

Together, they account for huge 
tracts of Italian business. ER1. 
organised in sub-holdings which in 
turn control hundreds of separate 
operating companies, dominates 
telecommunications through its 
Stet holding, engineering and aero¬ 
space via Finmeccanica, food 
through SME, and steel via Ilva. Its 
businesses embrace activities as 


Haig Simonian reports on a subject high on the new prime minister’s list of priorities 

Privatisation encounters barriers 


diverse as air traffic control radar 
(Selenia) and Ice-lollies (Italgel). 

The public sector 1$ also present 
in less obvious guises, notably 
finance and insurance. Italy's big¬ 
gest bank, Istituto Bancario San 
Paolo di Torino, is a charitable 
foundation largely under public sec¬ 
tor control. The main shareholder 
In Banca di Roma, the country's 
second biggest financial institution. 
Is a foundation dominated by the 
city of Rome. Meanwhile, Milan- 
based Cariplo. is the biggest exam¬ 
ple of tbe hundreds of municipally- 
owned savings institutions that dot 
the country. 

Selling Just a few could raise huge 
amounts of cash and help cover the 
roaring budget deficit. But even 
with the arrival as prime minister 
of Mr Giuliano Amato, who has put 
privatisation high on his priority 
List, backers of state sell-offs are 
still likely to encounter substantial 
political barriers. 

Opposition to sales is sometimes 
ideological, and based on complex 
- often jejune - arguments about 
the connotations of the word “pub¬ 
lic" in Italian. Italy, owing to its 
late industrialisation and sharp 
north-south divide, is not like other 
west European countries, it is rea¬ 
soned. Hence public ownership is 
not necessarily seen as a bad thing , 
while the state investment has been 
a vital social and economic tool in 


developing the economically-de¬ 
pressed south. 

Others focus on the structural 
barriers to privatisation. Italy's 
pint-sized stock market makes 
Thatch erite concepts of popular 
share ownership impractical. 
Encouraging private investors to 
take shares in state-owned compa¬ 
nies could be counter-productive, as 
it may reduce their tendency to buy 
government bonds - a key part of 
funding the deficit. And, opponents 
argue, bow would competition be 
served if state-owned assets end up 
in the hands of some of Italy’s big 
private sector groups? 

Such warnings often strike a 
chord among electors. But the most 
common motive behind political 
hostility to state sell-offs remains 
the fear of losing patronage, and, 
possibly, funds. Italy's state-owned 
companies are rife with political 
placemen, rewarded for their ser¬ 
vices with plumb public sector jobs. 
Even the promise of a steady job In 
a state-owned company can be a 
potent political instrument to win 
votes and gain popular support 

But political opposition to sell-offs 
has been under pressure as state 
finances have deteriorated. Even 
critics of privatisation have been 
forced to accept the principle of 
asset sales, albeit while fighting a 
rearguard action on the details. 

The result is that privatisation 


has been a piecemeal process. This 
year’s budget target of Ll5,000bn in 
disposals has its foundation in two 
big transactions: the sale of Cre- 
diop. a Treasury controlled 
long-term lending bank, to San 
Paolo, which has raised around 
L2,l00bn; and tbe planned transfer 
of an opening stake In Istituto 
Mobiliare Italians (QUO) to Cariplo 
for a sum estimated to be almost as 
large, with more on the way should 

The pint-sized stock market 
makes concepts of popular 
share ownership impractical 

other savings banks also join in. 
The remainder of the budgeted 
income win come from a mixed bag 
of disposals, largely of surplus state 
property. 

However, other big potential 
transactions have been stalled by 
the failure of the political parties to 
agree on priorities or practicalities. 
Progress so far has been limited to 
the technical level of altering the 
legal status of some public sector 
entities to that of joint stock compa¬ 
nies (SpAs). 

Even tbe debate on conversion 
has unleashed political dogfights. 
Though uncontroversial in princi¬ 
ple. the change of status for bodies 
like EneL the state electricity gener¬ 


ating concern, or' ENI. has been 
fought tooth and nail by politicians 
who see It as the thin end of the 
wedge- Accordingly, the number of 
agreed changes has so far been lim¬ 
ited to EM and the state railways. 
Of those which have made progress, 
some, like the railways, would be 
unsellable anyway. 

But while politicians have been 
arguing the finer legal points of 
transformations into joint stock 
companies, a “privatisation” of 
sorts has been at work indepen¬ 
dently. 

HU, in particular, has had to look 
for new sources of funds to meet its 
ambitious investment plans at a 
time of crumbling profitability. Its 
1991 results showed a L315bn loss, 
compared with net profits of 
LU.C8fan the previous year. 

But while earnings have tumbled, 
the financial appetites of its subsid¬ 
iaries remain voracious. So, lacking 
clear pnKHnpl gf gnaig frnm the gov¬ 
ernment and facing a growing 
squeeze owing to the shortage of 
state finance, IRI has had to accept 
that asset sales are virtually the 
only way to tackle its problems. 

So far, big disposals have been 
limited by political factors. ERTs 
biggest sell-off has been the L 480 bn 
sale in February of Its 52 per cent 
stake in Cementir, a quoted subsid¬ 
iary and the third biggest cement 
producer in Italy. 


However, It has been highly 

- active in whittling down holdings m 
its huge stable of subsidiaries, 
which appears to be much less can-. 
troversml politically. Last July, DU 

raised around S275m by reducing its 
stake in Stet savings shares. In 
October, it sold around L200bn 
worth of savings shares and war¬ 
rants in CredLto Etaliano, one of two 
big banks it owns. As a result, HITS 

- stake in Credito Haliano's savings 
shares has fallen to 17 per cent from 

. 57 per cent before. 

This year, IRTs management has 
been bolder. Last month, it took the 
first step in a multi-stage transac¬ 
tion, raising up to Ll,750bn by 
launching the secondary sale of 
shares in Stet. Meanwhile, in late 
summer, Finmeccanica should raise 
around L2,450bu through a partial 
flotation. 

IRTs subsidiaries have also been 
selling assets in their own right. In 
February, Stet started thinning 
down Its holding of savings shares 
in Sip. Italy's main telephone oper¬ 
ating utility, through a L400bn con¬ 
vertible Eurobond. Should all the 
linked warrants be exercised, Stet’s 
stake in Sip's savings stock will 
drop to 33 per cent from nearly 53 
per cent before. 

ENT also expects to raise money 
this year by reducing its shares in 
some of Its subsidiaries, first off 
the mark could be Us Immobfliare 


Metanopoli property arm, which Is 
alr ea dy quoted. Ami some analysts 
believe EM could raise around 
L2,000bn this year from the Goto- 
tion of stakes in Agip and. &oam. its 
petroleum and gas transmission 

operations- • 

None of the flotations or second¬ 
ary placements so far have threat¬ 
ened the state’s ultimate control, as 
no equity sales have gone 'beyond 
the 49 per cent barrier. And when 
that ceiling has been breached, only 
non-voting savings stock has been 
on offer- 

However, even IRI has a finite 
number of assets in its portfolio. la 
gome cases, its share sales have 
already reduced its control within 
reach of the decisive 50 per cent 
mark. In tbe case of Stet, IRTs latest, 
transaction will take its holding of 
ordinary shares down to just 53 per 
cent and to a mere 1 per cent of the 
savings stock. At such levels, specu¬ 
lative interest could flourish as the 
next step would have to be a “true” 
privatisation. 

With little sign of an improve¬ 
ment in IRTs earnings this year. 
t-hat may no longer be so far Off! 
The group is clearly keen to offload 
minority stakes in subsidiaries 
wherever possible, and the main 
barrier so Ear appears to be cfaoosi- 
H Poo in the market, rather than its 
own reluctance to sefl. 

Bankers would be much .more 
enth usias tic if IRI, or any of the 
state groups, were to offer more 
■ than 49 per cent of a company’s. 
stock. But that decision will require 
political, rather than management, 
win, based on a dear privatisation 
policy. Even with Mr Amato on 
board, there is no sign of it so far: 









Women at work. (Left): 
Olivetti at Scarmagno 
near hrrea - assembling 
the mini and personal 
computer boards; (above): 
the fish market in 
Trieste; (right): Benetton’s 
knitwear factory In 
Ponzamo near Treviso 
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lour separate sets of proposals 
to change the system. The lat¬ 
est in August last year, put 
forward by Mr Franco Marini, 
then labour minister, repre¬ 
sented a modest step towards 
reducing pension benefits and 
saving tbe treasury some 
money. But the Marini propos¬ 


als were shelved towards the 
end of 1991 as general elec¬ 
tions approached and no party 
wished to court unpopularity 
by cutting pensions. 

The new government now 
has two alternatives: adopt the 
Marini reforms or go back to 
the drawing board. Given the 
need for action, the Marini 
proposals represent a reason¬ 


able point of departure. In 
addition, they are merely a 
tightening of the three previ¬ 
ous plans produced in 1984, 
1989 and 1990. All, for 
Instance, propose the raising 
of both male and female retir¬ 
ing ages to 65. Mr Marini 
planned to phase this in for 
males men by 2005 and for 
women by 2018 , saving by the 


year 2010 some LL8,000hn (10 
per cent of the budget deficit). 

They all proposed stiffening 
the qualifications for early 
retirement by raising the min¬ 
imum number of years' yearly 
contributions. In the case of 
the Marini scheme this is 35 
years all round, including 
state employees. He farther 
proposed pensions to be calcu¬ 


lated on tiie basis of the previ¬ 
ous 10 years pay with a maxi¬ 
mum ceiling of 80 per cent. 
There are other provisions 
regarding the form in which 
pensions will be indexed to 
inflation. 

Pension reform also has to 
take into account moves to pri-. 
vatise and the resistance of 
state employees to privatisa¬ 


tion. Beyond this, the govern¬ 
ment will need to examine a 
reform of the public adminis¬ 
tration. Too many people are 
poorly paid, and because of 
that, they are encouraged to 
retire early and Beek another 
job while drawing their pen¬ 
sion. 


Robert Graham 


lsveimer 1991 Annual Report 

Medium-Term financing 
is growing 


The country’s competitiveness 


Percentage Increase In: 

Industrial wages 

1982 

15.7 

1984 

14.4 

1986 

6.5 

1987 

8.6 

1988 

7.4 

1989 

7.3 

1990 1991 

7.3 . 9.1 









consumer prices 

16.5 

10.8 

5.8 

4.7 

\ 5' 1 

8.3 

8.5 8.4 

labour cost per unit production 

15.9 

5.4 

3.7 

JL4 

JL2 

6.7 

6.5 .6.6 
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COMPETITION 


New credit disbursed: 
3,483 billion lira. 


Credit outstanding: 
10,196 billion lira. 


Isvcimcrs continued growth in credit and financing activities parallels 
ihe growing financial needs of today's businesses. 

Credit granted increased during 1991 and loan investment 
exceeded i 0.000 billion lira, a growth of i 3% over 1990. 

These results were reached through a continuous effort 
of the Institute to adjust its structures 
to the new « dimensions » of credit demand. 

A solid reputation for reliability on foreign financial markets 
enables lsveimer to fill a role of guarantor 
in integrating Southern Italy within the international scenario. 


Anti-trust watchdog 
shows its teeth 



The Medium-Term Bank of Southern Italy 

Hunlijuartcrv Naplo^-liaiv 



“WE CAN bite a s well as 
bark.” claims Mr Alberto Pera, 
general secretary of the Anto¬ 
nia Garante della Concorrenza 
e del Mercato, Italy’s anti-trust 
authority. Established in Octo¬ 
ber 1990, the authority has just 
reported on its first full year of 
activity. 

The record shows that the 
authority examined 104 cases 
of concentration, involving a 
total of 238 companies, in 1991. 
Among these was the ENI state 
hydrocarbons holding’s pur¬ 
chase of Montedison's share¬ 
holding in the Enichem chemi¬ 
cals company. 

This operation drew the 
authority’s wrath and a L500m 
penalty against the state hold¬ 
ing corporation for its failure 
to report the share purchase. 
Another big state company, 
the SIP telephone monopoly, 
also earned an adverse ruling 
last year when the authority 
decided that it was abusing its 
dominant position. 

During the first quarter this 
year the authority examined 
nearly 100 rases of concentra¬ 
tion, gave opinions on 
operations in the banking and 
publishing sectors (where the 
Bank of Italy and tbe media 
authority have anti-trust 
responsibilities) .and investi¬ 


gated 15 agreements between 
firms. 

More recent de ri si o ns have 
included pecuniary penalties 
against two cement companies. 
Italy’s anti-trust watchdog 
seems to be getting its . teeth 
into the task, as well as mak¬ 
ing itself heard. But not before 
time. 

Rome was late in legislating 
against competition distortions 
and the law limits the author¬ 
ity to strictly domestic matters 
that are not covered by rules 
set hi Brussels. Indeed. Italy's 
anti-trust law mirrors the prin¬ 
ciples framed in EC market 
legislation, regulating agree¬ 
ments between companies, 
abuse of dominant position and 
takeovers. 

The authority most be noti¬ 
fied in takeovers where the 
aggregate turnover of the com¬ 
panies involved exceeds 
L500bn in Italy, or where the 
Italian, turnover of the com- 
apny being taken over is more 
than LSObn. The authority 
must.complete its investigation 
within 45 days. Mr Pera says 
that simple cases are dealt 
with rapidly, usually within a 
tew days. 

While most of the authority’s 
work involves takeovers, it is 
handling an increasing number 


of cases of abuse of dominant 
position. "These generally 
arise from complaints to the 
authority,” says Mr. Pera. 
“With only 60 staff we have not 
been able to search for abuse 
of dominant position. But we 
recognise .the need for being 
active as well as reactive,” he 
adds. 

The legislation that estab¬ 
lished Italy’s anti-trust author¬ 
ity gave it fall autonomy of 
operation and independence in 
its decision-malting. It- is 
headed by a chairman, cur¬ 
rently Mr Francesco Saja, and 
four members, all. five being 
appointed by the speakers of. 
the Chamber of Deputies and 
the Senate for non-renewable, 
seven-year terms. 

Has the authority been able 
to assert the independence It 
enjoys on paper, and avoid the 
powerful party political tenta¬ 
cles that grip Italy’s public 
administration? "So ter we ; 
have encountered no political 
obstacles or been subjected to 
interference, 1 ’ claims Mr -Pera.' 
He says tire ruling in the Sip 
case s ho uld show the political, 
placemen in state corporations 
that the authority means busi- 


Davld Lane 


What industrialists want 


A workplace 


"DEVALUATION does not 
offer a solution to the fall in 
Italian industry’s competitive¬ 
ness/’ says Mr Sfefano Micossi, 
head of the research depart¬ 
ment at Confindustria, the 
industrialists' confederation. 

. There has been speculation 
over the lira's parity in the 
ERM and .expectations of a 
downward realignment How¬ 
ever, Mr Micossi says such a 
move would provide only tem¬ 
porary relief by _ stimulating 
exports and slowing Imports, 
before bring quickly, followed 
by a sharp spurt in inflation. 

'■ The: trade figures reflect the 
difficulties_ of IteJy’s manufac¬ 
turers in producing goods that 
are competitive in world mar¬ 
kets. Since 1989 export volumes 
of intermediates and invest¬ 
ment goods have-been on a 
downward trend, while imports 
have continued' to rise. The 
volume of exports of consumer 
goods stopped growing in 1990. 

Increasing globalisation has 
led to a higher propensity both 
to export and Import However, 
daring the last decade import 
penetration has grown signifi¬ 
cantly more rapidly than the 
exports/production ratio. More¬ 
over, growth in import penetra¬ 
tion appears to be structural 
and independent of the eco¬ 
nomic cycle. 

Price competitiveness of Ital¬ 
ian. manufactured goods has 
fallen, about. -6 percentage 
points against EC trading part¬ 
ners since the beginning of 
1988. This worsening position 
makes it Increasingly difficult 
to-compensate for import pene¬ 
tration by raising exports. 

Mr Micossi emphasises, how¬ 
ever, that the solution must be 
found in the workplace rather 
than through exchange rate 
adjustments. These would, in 
any case, be subject-to political 
constraints because of the 
bra’s adhesion to the BUM’S 
narrow band. Tariffing coste, 
particularly the payroll, is the 
central issue. 

Last year Industrial wages 
recorded a 9.1 per cent 
increase, against inflation of 
&4 per cent. The gap created 
by wages moving significantly 
ahead of inflation is a constant 
feature. Even_ when Italy’s 
retail price index bottomed at 
4.7 per cent in 1987, industrial 
wages rose by 8.6 per cent 
There is a marked contrast 
however, between the increase 
in the cost (rf labour pa - unit of 
outppt in the period 1986 to 
1 988 a nd the last three years. 
From an average-of 2il per cent 
it has risen to 8.6 prir cent The 
productivity improvements 
that were won by the restruct¬ 
uring in Italian manufacturing . 
in the early and mid-1980s had 
been fully exploited by the end 
of the decade. . • 

“Tight control over wage 
increases is a necessity ” says 
Mr Micossi. He believes funda-. 
mental changes are required in 
wage structures and bargain- 
tog procedures. "AH forms of 
automatic adjustment /and ' 
indexation; must be aban¬ 
doned.”- .. 

At present, wage negotia¬ 
tions take place at national, 
industry and plant level'. Mr 
Micossi says this is toe oomph-' 
rated and contributes to run¬ 
away payroll costs. 

Italy’s industrialists would 
prefer to negotiate national 
agreements on .wages every 
two years, with non-wage 
aspects of labour contracts 
■bring decided every six years. 


Industries would need to be 
better defined than the preseni 
broad categories. There would 
be DO: {dace for plant bargain¬ 
ing under such a framework. 

Industrialists regard the 
expiry at the end of last year of 
the scala mobile - the moving 
staircase system that indexed 
part of the pay packet - as a 
step in the right direction. Not¬ 
withstanding the nostalgia 
expressed by some trade union¬ 
ists, it seems unlikely thatthe 
scoki mobile will be revived. 

Canfindustria believes over- 
hauHngwage bargaining proce¬ 
dures is not enough, and that 
" Italian Industrial - -relations 
needs more profound change. 
According to Mr Micossi, the 
couflictual ideology - at best 
an uneasy coexistence - *** 
has guided relations between 
employers and employees over 
the past 40 years, must be 
changed. “We must abandon 
tbe lines of trench warfare and 
cooperate," he says. 

Competitiveness would bene¬ 
fit from an industrial relations 
system which does not place 
obstacles in the way of 
part-time working, job mobility 
arri other items of flexibility. 

Italy has not benefited from 
the working practices that 
other more competitive indus¬ 
trial countries, particularly 
Japan, have adopted. It often 
seems closed to outside , ideas. 
"It is a cultural matter. There 
are few businessmen who gen¬ 
uinely want more Investment 
in Italy by foreign firms,” 
e x plai n s Mr Micossi. 

Italian competitiveness Is 
also damaged by the excessive 
costs imposed by the ineffi¬ 
cient infrastructure of services 
and public administration. 
“National and local utilities, 
the banking system, distribu¬ 
tion, government offices and 
local-authorities provide ser¬ 
vices with a poor quality-cost 
-ratio. Yet these are non-trada¬ 
bles that are not subject to 
exchange rate discipline," says. 
Mr Micossi. 

. . The industrialists' com¬ 
plaints enjoy authoritative sup¬ 
port. Addressing the Rank of 
Italy's annual meeting at the 
end of May, the governor 
repeated observations that , he 
had made on previous occa¬ 
sions about unsatisfactory pro¬ 
ductivity and price growth in 
the terti ary sector. “Promotion 
of competition in national and 
local markets is needed in 
order to compensate for the 
absence of international com¬ 
petition," said the governor. 
Carlo Azegho Ciam pi 
. Mr Ciampi and the na pfnfrw 
of . Italian industry are fortu¬ 
nate m being spared the Incon- 
vemences -and disservices suf- 
tored by normal members of 
the public at the hands of local 
and .Mntrai authorities, the 
post office, the telephone cor¬ 
poration, the railway and 
urban .transport systems, 
banks and much of the tertiary 

sector. 

The Italian man-in-the-street 
would certainly not disagree 
with Mr JMQcossFs. claim that 
there is room for efficiency 
improvements. “Italy’s public 
Infrastructure and service sec¬ 
tor need the kind of radical 
restructuring undergone by 
industry between 1982 and 
1985," Mr Micossi says. That 
would defini tely give Italian 
manu f ac turing industry a huge 
competitive .boost 

David Lane 
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Robert Graham reports on the changing face of industrial relations 

unions in a new environment 


OF. ALL the major economies, 
Italy has been the slowest to 
adapt : Its industrial relations to 
changing international condi¬ 
tions. . 

' The'powerful trade union 
movement which emerged 
after the Second World War 
bis won exceptionally favoura¬ 
ble conditions for its members 
on the back of a fast-growing 
economy and a political estab¬ 
lishment afraid of worker 
unrest. Job security, wage 
indexation, a short working • 
week, long holidays and gener¬ 
ous pensions have become part 
of a package taken for granted 
until very recently. 

But increased international 
competition, combined with a : 
domestic recession and contin¬ 
ually deteriorating public 
finances, are forcing change. 
Companies In both the public 
and private sectors are being 
obliged to improve productiv¬ 
ity. curb wage costs and intro¬ 
duce more flexible employment 
policies. 

The trade unions themselves 
recognise the need to adapt to 
the new environment Indeed, 


the traditional confrontational 
reflexes are.disappearing and 
both sides, whether manage¬ 
ment or labour,' accept that 
dialogue and consensus are 
more constructive. 

Last year the number of 
hours lost .through disputes 
dropped 70 per cent to one of 

its lowest levels ever. However, 

the divisions between the two 
sides are as wide as ever, and. 
if is far £rom v (3ear:hbw' they 
will react to controversial 
issues now on the-table-such as 
job - cuts and ending wage 
indexation. V .- 

The longstanding system of 
wage indexation; known as the 
scala mobile, ■ baa-come to sym¬ 
bolise the Italian way .of doing 
things -. beneficial to employ-' 
ees but Inflationary to the 
economy and costly to the 
employers (who then try to off¬ 
set the ..costs _by avoiding 
taxes). Sfofce the Craxi govern¬ 
ment 1 of the mid-1980s, the 
extent of indexation has gradu¬ 
ally been reduced and -at the 
end of last year the decree to 
renew “the scala mobile was 
allowed ter lapse. By this time 


the payment had dropped to a 
40 per cent top up of that per¬ 
centage'which Inflation had 
risen above its level envisaged 
in the wage settlement 
' Cbnfinddstria, the industrial¬ 
ists’ confederation, interpreted 
the lapsing of the law as a 
clear government move to 
abandon indexed wages as 
known under the scala mobile. 
On this basis Confindustria 
agreed to resume a fresh set of 
broad-ranging talks on wage 
and labour costs. CGEL, the 
largest of the three big union 
confederations, challeng ed this 
view immediately, arguing that 
a number of wage settlements 
concluded last year had writ¬ 
ten in provision for payments 
of the scala mobile increase 
due in May. .; 

‘ When May arrived, both the 
government and Confindustria 
flatly refused to pay this 
increase which would mean an 
extra payment averaging 
L28.000 a month. In a full year 
Confindustria maintains it 
would add some 2 per cent to 
the projected 1992 average 
wage increase of 5.6 per cent 


The CGXL reacted by taking 
the matter to the courts and its 
metal-workers' union began at 
the end of May a series of 
rolling protest strikes. This 
was primarily' intended to 
make the point, in the absence 
of a government that an alter¬ 
native bad to be found to the 
scala mobile and that the issue 
of contracts with the scala 
mobile payment written in 
could not be ignored. 

The unions are wining to be 
more flexible - especially 
those in CISL and UIL, the two 
smaller confederations. How¬ 
ever, as they see the centre of 
power shift towards the 
employers, they are reluctant 
to make concessions without a 
fight. Unless the matter is 
resolved, the dimate of labour 
relations could sour in the 
autumn. 

The unions are divided 
among themselves on the type 
of "protective mechanism" 
needed to shelter wages from 
inflation. But they seem to be 
moving towards a proposal 
whereby loss of purchasing 
power through inflation should 


be made up to those on the 
lowest wages. This approach 
has been favoured by Mr 
Franco Marini, the outgoing 
labour minister. Certainly, 
some sop will be necessary to 
keep the trade unions happy if 
the new government imple¬ 
ments a tough austerity pack¬ 
age. 

Confindustria, cm the other 
hand, maintains that labour 
can no longer presume to ertfoy 
the luxury of its purchasing 
power either permanently 
increasing above inflation or 
being protected at inflation lev¬ 
els - especially if wages are 
anyway rising above Italy’s 
mam competitors. The confed¬ 
eration is taking a tough stand, 
not least because this issue is 
providing the baptism for Mr 
Luigi Abete, the Rome entre¬ 
preneur who took over the 
leadership of Confindustria 
last month. 

The unions may prefer to opt 
for job security rather than 
wage compensation. Already, 
Industrial companies are hav¬ 
ing to slim down to survive. 
Olivetti was the first of the big 


companies to propose cuts; and 
this has been followed up by 
flat which last month decided 
to close its Chiavasso auto 
plant which employs 4,200. Fiat 
is pledged to find alternative 
employment, but this may be 
easier said than done. Mean¬ 
while. smaller companies lack 
the resources and diversity of 
Fiat; nor do they have its polit¬ 
ical muscle - thus the 
knock-oa effect of the indus¬ 
trial downturn in the north 
will be keenly felt. 

A significant pointer has 
been the number of requests 
by companies to be included in 
this year's quota for govern¬ 
ment-aided early retirement. 
Even though the government 
insisted that only the most 
pressing cases would be consid¬ 
ered of those companies seek¬ 
ing to restructure in advanced 
and strategic sectors, over 
42,000 requests were submitted. 

The cost of this scheme is 
shared jointly by the govern¬ 
ment and companies and 
allows people to retire five 
years early. In most cases, it is 
merely people who previously 
would have been covered by 
temporary lay-off payments 
until proper retirement age 
onto pensions - so the net 
extra cost is limited, officials 
claim. 

Another issue that the 
unions will need to confront is 


wage differentials. The unions 
fought hard for the principle of 
equal wages for the same job 
throughout Italy. However, 
this has become an impedi¬ 
ment to investment in the 
south. Employers are reluctant 
to invest when wages are the 
same but productivity is 30 per 
cent less than in the north. 

The question of wage differ¬ 
entials in turn opens up the 
whole structure of trade union 
negotiations. Until now, this 
has been done on a highly cen- 

The unions are willing 
to be more flexible. But 
they are reluctant to 
make concessions 
without a fight 

tralised basts with the main 
confederations laying down the 
guidelines for their demands in 
each sector - eg transport, 
chemicals, engineering, etc. 

Already, specialised groups 
such as train drivers and air¬ 
line flight attendants have 
formed themselves into unoffi¬ 
cial unions, the so-called 
Cabas. The latter have recog¬ 
nised that they can exploit 
their special bargaining power, 
holding to ransom users of 
strategic facilities; and in this 
way they can obtain better 
deals than those negotiated in 


their names by the large 
unions. 

Although the three main 
confederations deny the Cobas 
have affected them and their 
membership, they have 
undoubtedly had an important 
disruptive effect. 

In general the unions have 
to respond to a trend of declin¬ 
ing membership. This may not 
be so marked as in France and 
the UK, but it cannot be 
ignored. 

The CGIL has seen active 
members fall from 3.39m to 
2.72m in the 10 years to 1991 
while the number of pension¬ 
ers has doubled to 2.45m. In 
part, this reflects the declining 
role of ideology in the move¬ 
ment. the CGIL always having 
been Marxist-oriented while 
the CISL was Catholic, backed 
by the Christian Democrats 
and the UIL was Social Demo¬ 
crat. 

Indeed, the rationale behind 
the maintenance of these three 
confederations is increasingly 
hard to justify. Last October, 
the CGIL in its 12th congress 
formerly buried its long-held 
credo in the class struggle, 
although a minority of hard¬ 
line communists took their dis¬ 
tance. This had made a merger 
more politically feasible; but 
the two smaller confederations 
are afraid they will Ik swal¬ 
lowed up by the CGIL. 
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AT THE traffic lights of a busy 
junction on the outskirts of 
Rome, a child begs with a large 
grubby placard. Crudely writ¬ 
ten are the words:. “Sarajevo. 
Homeless. Father dead." 

The civil war In the repub¬ 
lics of former Yugoslavia is 
impossible to ignore in. neigh¬ 
bouring Italy. - even if the 
question of refugees has not 
acquired the proportions once 
feared or the scale of the 
shocking exodus from Albania 
last summer. This seemingly 
unstoppable conflict has added 
a dramatic and hi ghly unpre¬ 
dictable element to Italy's secu¬ 
rity concerns. 

Unrest in the Balkans has 
not been the sole area of con 
cem over the past 12 months. 
Events in Algeria and Libya 
have highlighted the potential 
vulnerability of Italy’s depen¬ 
dence on these two North Afri¬ 
can states for oil and gas. 
requirements. The past year 
has seen a military coup in 
Algeria to forestall the installa¬ 
tion of an Islamic government 
and the threat of United 
Nations trade embargo against 
Libya. 

Such uncertainties on Italy's 


doorstep - coincide with - two 
broader international develop¬ 
ments - the reassessment of 
Nato's role in the light of the 
collapse, of communism .mid. 
the prospected-both a broad¬ 
ening and deepening , of the 
European- Community. The 
Danish referendum rejection of 
last December's Treaty of 
Maastricht has raised the spec¬ 
tre of a looser structure for 
European integration!. 1 

This is directly contrary to. 
the entire thrust of policy con¬ 
ducted by the Andreotti gov¬ 
ernment, which hoped to place 
Italy as an important broker in 
an increasingly federal Europe 
powered by France and. Ger¬ 
many. In . this sense, Italy was 
anchored securely, to northern 
Europe. Any w eakening of this 
process - and any weakening 
of Italy’s ability to comply with 
the terms of closer integration 
—. risks loosening this linkage 
with northern Europe. 

The new government’s 
approach towards Europe will 
also colour the debate on 
defence. Until now, Italy has 
remained a strong supporter of 
Nato. Italy has also insisted 
that Franco-German plans to 


FOREIGN AND DEFENCE POLICY 

Uncertainties on the doorstep 


wihanne the Western European 
; Union and make it the centre¬ 
piece of future European 
defence co-operation must not 
be at Nato's expense.' The out¬ 
going government found on 
this it made common cause 
with the British. 

American pressure to con¬ 
tinue to back Nato remains 
strong and also helps explain 
Italy's willingness to support 
new concepts Of “out-of-area” 
action by the organisation. But 
even without such pressure, 
the experience of the Gulf . War 
and the break-up of the former 
Soviet Union have brought 
home the need for a more flexi¬ 
ble and rapid defence policy. 

The concept of a flexible 
rapid response against multi¬ 
directional threats was the 
essence of proposals last 
November to cany out a major 
reorganisation of Italy's armed 
forces. The “new- model of 


defence”, announced by Mr 
Virginio Rognoni, tbe defence 
minister, envisaged a sharp cut 
in the size of the armed forces 
and the first serious attempt to 
professionalise them. 

The aim is to cut some 90,000 
civilian a nd military personnel 
from the payroll by the end of 
the decade. The cuts proposed 
would be equivalent to 23 per 
cent of the combined strength 
of the armed forces in 1990. 
However, the cuts would be 
unevenly spread - 28 per cent 
in the army, 20 per cent among 
civilian employees, 13 per cent 
in the air force and 12 per cent 
in the navy. Ibis reflects the 
feet that the size of the army is 
swollen by conscription and it 
is the part of the military that 
is least professionalised and 
modernised. 

The army, with a new rapid 
intervention role accorded by 
Nato for the alliance’s 


southern flank, would be 
remodelled around 15 brigades, 
instead of the current 25 bri¬ 
gades. Of these, five would con¬ 
tain frontline troops trained for 
rapid deployment, including 
out-of-area actions. Conscrip¬ 
tion would be reduced and 
more emphasis would be 
placed on attracting short-term 
volunteers. 

The navy, for its part, would 
have less of an ocean-going 
role and would concentrate 
more on coastal policing and 
tasks within the Mediterra¬ 
nean. The air force would lose 
six squadrons and the number 
of operational air bases would 
be cut from 24 to 20. 

The counter-balance to these 
cuts would be substantial 
investment In equipment, of 
which some 45 per cent will be 
out of date by the end of the 
century. Overall the net addi¬ 
tional cost to the defence bud¬ 


get could be LiO.OOObn. How¬ 
ever, there would be an impor¬ 
tant shift in the nature of 
expenditure - away from per¬ 
sonnel costs and onto materiel 

The proposals have been 
greeted with alarm by some of 
the top ranks, and one senior 
general has resigned in protest 
The complaints centre on plans 
to break up traditional units 
and establish new command 
structures co-ordinating the 
three (rival) services. There are 
also fears about lost jobs, an 
unacceptably high ratio of 
southerners (perhaps 80 per 
cent) in the armed forces ranks 
as volunteers and complaints 
that pay is unlikely to 
improve. All these problems 
will be an important item on 
the agenda of the new govern¬ 
ment 

More immediate is the situa¬ 
tion in former Yugoslavia 
which could result in Italy 


receiving a large number of 
refugees or being dragged into 
the fighting. Italy made ready 
for up to 50,000 refugees from 
fighting in Croatia and Slo¬ 
venia late last year, but fewer 
than 5,000 sought formal assis¬ 
tance. 

As fighting spread to Bosnia 
this year, the Italian authori¬ 
ties adopted a new policy of 
seeking where possible to 
channel assistance so that Bos¬ 
nian refugees were assisted in 
Slovenia and Croatia. This pol¬ 
icy of keeping the refugees at 
arm's length appears to have 
been successful so far. 

Italy learned its lessons with 
refugees over Albania. The 
authorities were wholly unpre¬ 
pared for the 18,000 Albanians 
who last August packed in 
boats and sought to enter the 
port of Bari This invasion was 
chaotically handled at the out¬ 
set and Italy's international 
image was badly dented by 
scenes of starving Albanians 
being attacked by the police. 
Nevertheless, the Andreotti 
government saw that if they 
were given asylum as eco¬ 
nomic refugees, then the exo¬ 
dus from Albania would 


merely increase. All but some 
1,500 who managed to escape 
from Bari were forcibly repatri¬ 
ated. 

In a little publicised foi- 
low-up policy, the government 
decided on a major increase in 
direct aid to Albania. By 
improving conditions inside 
the country - and tightening 
sea patrols - it was hoped 
Albanians would be dissuaded 
from a further exodus. In Octo¬ 
ber Italy despatched some 750 
military personnel to operate 
relief inside Albania, 
distributing by Christmas 
some L120bn of foodstuffs, 
medicines and building materi¬ 
als. 

The troops were to have 
returned around the new year, 
but their mandate has been 
renewed indefinitely and Italy 
has established itself, perforce, 
as the outside power control¬ 
ling tbe affairs of Albania. 
Until the country's primitive 
economy begins to revive and 
the political situation stabilises 
after the March elections, the 
Italians will have to keep a 
close eye on Albania. 

Robert Graham 




'Banco, di''Sicilia S.p. A. 

Stronger financial strength. 
Enhanced and diversified market presence. 


In 1991 Banco di .'Sicilia, went 
through an important process of 
reorganization. All its banking 
assets and Liabilities have been 
transferred to a newly 
established limited 
liability company 
(Banco di Sicilia 
S.p. A.), while the 
Banco di Sicilia Pub¬ 
lic Law Institution 
continues its life as a 
Foundation. Banco di 
Sicilia Foundation 
maintains a major 
shareholding of the 
S.p.A. (presently 
87.8%), and pursues 
social and cultural 
aims, while the re¬ 
maining 12.2% of the 
shares are held by the 
Italian Ministry of 
the Treasury. 

With a revalued net worth 
exceeding lire 2,000 billion and 
new capital injections in 


ANNUM REPORT 19-91 

TOTAL DEPOSITS 
39.660 

CUSTOMER DEPOSITS 
SS.950 

CUSTOMER LOANS 
28,9 76 

GROSS PROPIT 
313.1 

NET PROFIT ' 
24.2 

(BILLION LIRE) 



the course of finalization, the 
Bank can operate more competi¬ 
tively and efficiently on the 
domestic and international' 
markets. Banco di 
Sicilia S.p.A. pro¬ 
vides short, medium 
and long-term credit 
facilities through 
a network of 360 
domestic branches, 
as well as seven 
branches abroad. 

The international 
network is comple¬ 
mented by four rep¬ 
resentative offices 
in Europe, Asia and 
North America. 

Banco di Sicilia 
S.p.A., as a multi¬ 
functional banking 
group, can provide 
a wide range of fi¬ 
nancial services -also through 
the specialization of its affi¬ 
liates and subsidiaries. 
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BANCO dESEMASTLA. 

More experience in Italian banking. 
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Information 

Technology 
is on the move. 

Smau will show you 

where it's going. 


Smau is the International Exhibition 
which, in October every year, 
transforms Milan into the European 
capital for Information Technology 
and Telecommunications. 

This year, the 29th exhibition with 


164,000 sq. meters 
will welcome 900 exhibitors, 
representing 2,000 companies from 
28 countries and more than 180,000 
visitors. Specialized areas are 
dedicated to the latest technology 
(Cad-Cam, Desk-Top Publishing, 
Software, Lan's, 


Optical Memories), there are 14 
conferences, the 25th Smau Award 
for Industrial Design and an 
institutional exhibition of multi-media 
systems. Smau. A surprise if you 
don't know it. A must if you do. 
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For further Information; 

Smau - C.so Venezia 47/49 - 20121 Milano (Italy) 

Tel. +29-2-760017G5 - Fax +39-2-784407/76014261 
Voice-Processing Services (Teteo}:+39-2-5499580S/ +39-6-67595808 


Smau International Exhibition 
for I. T. and Telecoms 
1-5 October 1992-Fiera Milano (Italy) 
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THE NORTH-SOUTH DIVIDE 

Differences 
that still 
run deep 


MR Salvatore Ligrestl, one of 
the richest men in Italy and a 
leading force in property. 
Insurance and building, recalls 
bis arrival as a young man in 
the northern city of Padua 
from his native Sicily one cold 
winter's morning in the early 
1950s. 

Barely out of the railway 
station, he walked to a waiting 
taxi with his heavy bags to 
take him to his lodgings. 
“Command!" - at your com¬ 
mand - said the driver, using 
a familiar local expression. 

Mr Ugresti was astounded. 
Here he was, a bumble Sicilian 
student, in the heart of the 
rich north, about which he had 
heard so much, being asked for 
orders. Plucking up courage, 
he gave the address of his des¬ 
tination. Only later would he 
learn th at “commandi" was a 
commonplace local politeness 
towards customers. 

Late to nationhood, Italy 
after 1945 has been guided by 
the constant thread of Ironing 
out regional differences and 
creating a unitary state. While 
billions of lire have been 
pumped into the Mezzogiorno 
to stimulate economic 
development and reduce the 
dependence on agriculture, the 
tendency in the north has been 
for differences to decline, 
partly because of the huge 

After a string of 
scandals, one of the 
most basic principles 
of Italian life Is now 
under scrutiny 

Inflow of southerners like Mr 
Ligresti since the late 1950s. 

But in an economy going 
through its most difficult 
phase since the early 1980s, 
that philosophy is being 
increasingly called into doubt 
today. Reinforced by the 
biggest changes to the political 
system since 1945 and the 
recent focus on morality in 
politics after a string of urban 
corruption scandals, one of the 
most basic principles of Italian 
life is now under scrutiny. 

The political mould has 
cracked further with the rise in 
support for regional autono¬ 
mist parties, chiefly the Milan- 
based Lombard League. Fart of 
a north Italian political group¬ 
ing, which goes under the col¬ 
lective title of the Lega Nord, 
the Lombard League has 
turned into a potent political 
force, capturing up to 25 per 
cent of the vote in some big 
Lombard cities. 

Overall, the Lega Nord per¬ 
formed spectacularly at the 
April 5 general election, beat¬ 
ing the Christian Democrats 
into second place in Lombardy, 
Italy's richest region, and cap¬ 
turing 8.7 per cent of the vote 
nationwide. The League now 
has 55 deputies in the lower 
house of parliament. 

Greater autonomy for north¬ 
ern Italy - even outright sepa¬ 
ratism, according to some 
extremists - was a central 


plank of the league's election 
programme. Angered at north¬ 
ern taxes being “squandered" 
on worthless subsidies to the 
south, the league has made 
much of its “closer to Europe 
and further from Rome" slo¬ 
gan. 

Such developments have 
raised doubts as to whether the 
assumptions on which such 
decisions as phasing out 
regional dialects in schools are 
still valid. Is the entire post¬ 
war effort based on creating an 
increasingly uniform Italy now 
going into reverse? 

One prominent parliamentar¬ 
ian from the Lombard League 
last month threatened the 
organisation would be “oiling 
the Kalashnikovs" should the 
new government not take steps 
to meet the league’s demands 
far greater autonomy. The 
remark was deliberately 
inflammatory. However, it 
indicated the expectations 
which have now been raised, 
and gave a taste - if exagger¬ 
ated - of the anger that could 
emerge if Mr Amato does not 
make at least some gesture 
towards greater regional 
rights. 

Yet for all the efforts of 
successive governments to 
narrow the north-south divide, 
regional differences remain 
vast. Take the yawning gap 
between the wealthy, German¬ 
speaking Alto Adige on the 
border with Austria, where 
adherents of the local Sfidtiro- 
ler Volks Parte! (SVP) assert 
their Teutonic roots, and life in 
the squalid apartment blocks 
on the fringes of Palermo. 

For many northerners, the 
south is terra incognita, 
ravaged by the Mafia in Sicily, 
and its sister organisations in 
Campania and Calabria. The 
recent revelations about organ¬ 
ised political corruption in 
Milan and other big northern 
cities have done little to level 
many northerners' sense of 
moral superiority over their 
southern counterparts. 

Even within the south, 
differences are great. Away 
from the preened golf courses 
of the Costa Smeralda, 
Sardinia remains a harsh 
island with a strong local cul¬ 
ture and language, where kid¬ 
napping, as a recent example 
shows, remains a way of life 
Tor some. 

By contrast, a new economic 
boom has been under way on 
the agricultural plain of Apu¬ 
lia, where the Appenlne moun¬ 
tains finally run out before 
reaching the sea. The upsurge 
has been based not just on 
farming, but also Industrial 
activities. However, the compa¬ 
nies that have started are not 
the state-funded “cathedrals in 
the desert”, established more 
for political than economic rea¬ 
sons, but small and medium¬ 
sized businesses, some of 
which will fail, but many of 
which are set to thrive. 

A plethora of data shows 
how divided Italy remains. 
Average unemployment in the 
south is running at 19.3 per 



The gateway ol the Santa Marla Castle, leading to the 
Llppomano Colonnade, Udine 


cent, against 6.2 per cent in the 
centre and north of the coun¬ 
try. Most of those looking for 
jobs in the Mezzogiorno are 
between the ages of 14 and 29, 
and many face the serious 
prospect of reaching middle 
age without ever having 
worked, noted Mr Antonio 
Fazio, the Bank of Italy's chief 
economist, in a speech last 
December. 

Economically, the south 

The high-speed network 
will run no further south 
than Naples. But some 

economists think even 
that is too far 

remains well behind the north, 
in spite of the immense 
amounts of cash dispensed. Per 
capita income in the Mezzo¬ 
giorno is 58 per cent of that in 
the rest of Italy, while differ¬ 
ences between the richest prov¬ 
inces of the north and the poor¬ 
est of the south are even more 
acute. 

Many companies have opted 
for the south because of gener¬ 
ous investment grants, rather 
than market forces. A substan- 
tial proportion of the invest¬ 
ment in Fiat’s new car and 
engine plants in southern Italy 
will be met from the public 
purse. Meanwhile, many state- 
owned groups have had their 
arms twisted to locate new fac¬ 
tories in the south for political 
reasons. 

With tighter controls on pub¬ 
lic spending as a result of the 
ballooning deficit, less cash 
will be available to the south 
in future. Yet the Bank of 
Italy's Mr Fazio recognises that 
“external diseconomies" such 
as lower educational stan¬ 
dards, poor training and inade¬ 
quate public services are prom¬ 
inent factors in explaining the 
south's lower productivity. 
Even in terms of transporta¬ 
tion, the infrastructure of road 
and rail links Is only around 80 
per cent of the level of that in 
central and northern Italy, he 
argued. 

To some extent, Italy's north- 
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south divide is inevitable. As a 
long, thin peninsula, it is not 
surprising that a northern city 
like Milan lies closer to some 
of Europe’s main business cen¬ 
tres than it does to Naples, let 
alone Catania. 

Italy's shape accentuates the 
differences between its two 
halves. The development of a 
motorway network in the 1960s 
helped to narrow the gap, but 
distances remain substantial. 
The rise of domestic air travel 
has also improved contacts 
between the two parts of the 
country, but high prices make 
frequent flying prohibitive for 
most Italians, especially from 
the south. 

Some experts have pinned 
their hopes on the develop¬ 
ment of a high-speed rail net¬ 
work to reduce journey times 
while keeping ticket costs 
affordable. But under the pres¬ 
ent scheme, Italy's high-speed 
network, shaped like a letter 
“T" with Milan at its tip, will 
run no further south than 
Naples, leaving Calabria - let 
alone Sicily - marooned. 

Some economists doubt 
whether poshing the new line 
even as far south as Naples is 
justifiable. Even employees of 
the state railways admit that 
while seats on the existing fast 
“Pendolino” service between 
Milan and Rome are regularly 
full at peak commuting times, 
services south of the capital 
run largely empty and owe 
their existence more to politi¬ 
cal than economic consider¬ 
ations. 

Haig Simonian 


Transport projects are taking too long, reports David J-age 

The brakes are kept on 


ROME was not built in a day, 
even the project for rebuilding 
the capital's underground 
railway has taken some time. 
Indeed, for several years 
passengers have been able to 
observe the leisurely pace at 
which work is progressing to 
improve the Stations and Tinas 
Commuters will probably be 
seeing lightly-manned work¬ 
sites for many more years as, 
little by little, the project is 
brought to completion. 

Travellers using Rome's 
"Grande Raccordo Anulare" 
have been fretting with similar 
experiences; first as the ring 
road was upgraded to dual- 
carriageway, and more 
recently during the construc¬ 
tion of a third lane. The sight 
of contractors’ equipment lying 
idle for extensive periods is 
commonplace in this highway 
project which, like many oth¬ 
ers, seems to lack a sense of 
urgency. 

Even before sites are opened, 
delays are affecting a much- 
needed doubling of the trans- 
Apennine Bologna to Florence 
autostrada to relieve 
saturation on the R entin g 
road. Though the engineering 
for the 59-kilometre section has 
been completed, the construc¬ 
tion go-ahead has been awaited 
since early this year. It seems 
unlikely that work will get 
under way before 1993. 

This year's hold-ups have 
been attributed to environmen¬ 
tal Impact studies for the proj¬ 
ect But other factors have put 
a brake on it, not least politics 
and public sector finances. 

Indeed, political problems 
were present from the start, 
with the regional authorities of 
Emilia Romagna and Tuscany 
initially foiling to agree about 
the project. Recent delays 
owe something to political 
problems at national level; the 
paralysis towards the end of 
the Andreotti government and 
during the difficult formation 
of a new government after 
April's parliamentary elections 
put major decisions on hold. 

The Milan kickback scandal 
that broke this spring, with 
revelations of widespread cor¬ 
ruption in subway, railway and 
airport projects that involved 
politicians and dvfl engineer¬ 
ing contractors, is reported to 
have held up the.award of. 
many contracts. 

Apart from the caution 
Induced by the Milan scandal, 
difficulties in public sector 
finances, which have become 
acute over the past year, are 
also delaying projects. Lads of 
finance helps explain the slow 
progress of work on transport 
schemes, which are often sub¬ 
divided Into small jobs for 
which funds can be more eas¬ 
ily be disbursed. 

Railway projects as well as 
roads have been affected by 


When despatching overseas, Italian exporters 
often find It more convenient to transport goods 
by truck for shipment from ports outside Italy 


adverse political, financial and 
administrative factors. For 
samp le, though most of the 
track of the new fast line 
between Rome and Florence is 
now in use, after two decades 
the project is still not 
completed. 

With the start on the 
Bologna to Florence autostrada 
project put back, there are con¬ 
cerns for the high-speed rail 
Unk between the two cities, 
whose construction is planned 
at about the same time and 
over the same terrain. 

The rail line is part of TAV 
(treno ad alta velodta - 
high-speed train) network that 
was announced last year. This 
will have five new lines total¬ 
ling 950 kilometres that will 


passengers on the Rome to 
Naples line in 1996 looks even 
more a flight of fantasy now 
than it did last year. 

But. at least, the project rep¬ 
resents a recognition of the 
great need to modernise Italy's 
railway system- However, the 
railway corporation must also 
make major improvements to 
goods transport 

Austria and Switzerland are 
both upgrading their railways. 
They have been restricting the 
passage of Italian trucks 
for some time, and Italian 
Industrialists are worried that 
environmental considerations 
will lead to further curbs on 
trans-Alpine goods transport 
by road. A recent report from 
Confindustria, the Industrial¬ 



One way to get about Rome: by horse-drawn cart 


connect Turin to Milan, Milan 
to Bologna, Milan to Venice, 
Bologna to Florence and Rome 
to Naples. 

A novel feature of the TAV, 
a project that will require total 
investment of about LSO.OOObn. 
is its attempt to marry public 
and private sectors in a joint 
venture framework. But, so for, 
backing has come essentially 
from public sector banks, and 
foreign interest, deterred by 
the state* of public sector 
finances, has been negligible. 

Another feature of the TAV 
is the designation of general 
contractors who will bear 
responsibility for ensuring that 
works are completed on time' 
and to budget, with penalties 
and premiums for late and- 
early completion. Two state 
holding corporations, DU and 
EOT, and private sector Fiat 
have signed up as contractors. 

The TAV is still a long way 
from being transformed from a 
paper project into concrete 
reality, and it is hard to see it 
keeping on track. When the 
project was announced, there 
was talk of moving the first 
earth in spring. Meanwhile, 
talk of carrying the first 


ists’ confederation, noted: “We 
risk seeing our goods marginal¬ 
ised from the EC, to which 
most exports are sent" 

Only 10 per cent of Italy’s 
international freight traffic at 
present travels by train and 16 
per cent by sda, while 58 per 
cent goes by road. 

It is a Index of poor effi¬ 
ciency in the country's port 
facilities that, when they des¬ 
patch goods overseas, Italian 
exporters often find it more 
convenient to transport by 
truck for shipment from ports 
outside Italy. The stevedores’ 
pickets In Genoa-at the end of 
June; were symptomatic of the 
rilffimltfes in this part of the 
transport sector. 

Notwithstanding -Italy’s 
lengthy coastline and its 
numerous ports, domestic 
transport of goods by sea Is 
negligible. Confindustria’s 
research indicates that only 
one tenth of 1 per cent of this 
traffic is carried by ship. And 
while railway use is higher, at 
under 5 per cent the figure is 
still low. 

Cost and convenience have 
forced Italian business to pre¬ 
fer to transport goods by road. 


Confindustria says that 94 per 

cent of Italy's total internal 
goods traffic is moved in 
trucks. The 1986 national trans¬ 
port plan forecast annual 
growth of 3.5 per cent in goods 
traffic in the period to the end 
of the century. With the fore¬ 
cast for the year 2000 already 
reached last year, it is not sur¬ 
prising that the autostrade 
arteries are clogging up. 

Clogged np or choking are 
also apt descriptions for Italy's 
major cities where the 
authorities have been forced to 
ban private cars on several 
occasions during the past year, 
as exhaust emissions hit 
dangerous levels. The urban 
transport problem seems to be 
intractable, particularly in the 
capital. Serious shortcomings 
encourage the use of the 
private car, thereby worsening 
the congestion and causing 
still more people to abandon 
the buses. Industrial disputes 
are also a discouragement to 
passenger loyally. 

There is little to relieve a 
desolate transport scene. 
Urban passenger systems and 
road, rail and sea transporta¬ 
tion for freight have fallen 
behind the modernisation lev¬ 
els of other EC countries. 

How has air transport 
measured up to the challenges? 
Here, too, not enough has been 
done, argues Mr Gastone 
Nardoni, deputy chairman of 
Ibar, the foreign airlines 
association. 

A big complaint concerns 
airport and air traffic services 
and costs. “Services foil short 
of appropriate standards and 
costs are high and opaque. 
They are over-manned and 
inefficient, and the user has to 
foot the bill,” says Mr Nardoni. 
He adds that the foreign air¬ 
lines' complaints have been 
referred to the anti-trust 
authority. 

There is a widespread belief 
that Italy's monopoly, state- 
owned flag-carrier Alitalia 
enjoys preferential treatment. 
“Why are national costs so dif¬ 
ferent? What criteria are used 
in the calculations?” asks Mr 
Nardoni 

Conditions are not easy for 
Oar's members, who also have 
to contend with a Levantine 
bureaucracy, strikes at short 
notice and technical backward¬ 
ness which not infrequently 
leads to major airports-being 
fogbound. 

The gloomy reality that char¬ 
acterises the Italian transport 
sector, road, rail, sea and air, is 
of great concern to business. 
Referring to infrastructural 
shortcomings and the low level 
of public services, Confindus¬ 
tria notes: “Transport repre¬ 
sents for industry an essential 
means for getting to the mar¬ 
ket in the right way and at the 
right time.” 


EDUCATION: a shake-up is under way 


Shorter courses, more graduates 


INDUSTRIALISTS HAVE 
complained for years about the 
inadequate supply of graduates 
in science and technology pro¬ 
vided by the Italian system. 
But only very recently has the 
idea that education really mat¬ 
ters filtered through to politi¬ 
cians. 

The idea that productivity 
depends cm the quality of the 
human effort behind it was 
being promoted in 1987 by Pro¬ 
fessor Romano Prodi, then 
president of IRL Together with 
Mr Giancarlo Lombardi, the 
Confindustria counsellor for 
schools, he initiated Project 
“Iter" to encourage schools to 
aim not just for mass educa¬ 
tion but “mass quality” - rais¬ 
ing everyone'sights and 
improving the general level, of 
culture. 

The experiment involved a 
mix of traditional grammar 
school teaching (licei classzd e 
sdemifiti) and that provided by 
technical colleges, trying to 
break down the conventional 
barrier between the humani¬ 
ties and science. It took place 
in the Medici del Vascello 
school in Rome, and proved 
enormously successful, despite 
a deeply suspicious attitude on 
the teachers' part in the early 
stages. 

At a conference in March 
this year to evaluate this and 
other experimental syllabuses 
in schools in the north, the 
experiment appears to have 
given the teachers more of a 
shake-up than any retraining 
could have done; the students 
are more alert, interested and 
self-aware, and the close rela¬ 
tionship with industry has 
been fruitful, 

“Now all we need is a politi¬ 
cal decision, that of giving 
more autonomy to individual 
schools ” he says. But as Mr 
Giancarlo Lombardi points out 
in the joint report. School and 
Industry (written with repre¬ 
sentatives from the Ministry of 
Education and the university), 
the schools cannot do it alone: 
the close relationship with. 
Industry must be maintained. 


The outgoing government 
contained two ministries 
responsible for education, a 
larger one for schools, and a 
smaller, more stream-lined one 
dealing with research and the 
universities. 

The school system Is almost 
entirely state-run, with the 
exception of religious, schools 
(mainly Jesuit, and Salesian) 
and a handful of private insti¬ 
tutions. It. works surprisingly 
well in extremely scruffy con¬ 
ditions - entirely due to the 
dedication of a hard core of 
skilled and devoted teachers. 
This is particularly true of the 
upper schools, licei, which are 
next in line for a much-needed 
modernisation of the syllabus/ 

The dose relationship 
with Industry, has 
been fruitful • 


The minister’s main head¬ 
ache Is how to resolve the huge 
surplus of highly unionised 
teachers. There are 950,000 
teachers for approximately 10m 
students - one of the lowest 
student-to-teacher ratios in 
Europe. The ministry can do 
little about improving school 
buildings as 98 per cent of its 
annual WS.OOObn budget goes 
on salaries. 

But the proportion of all chil¬ 
dren who actually go to school 
in Italy is only 79.2 per cent 
(only Portugal and Luxem¬ 
bourg do worse than this in the 
EC). Things are worse in the 
poorer south, where the 
back-up from social services is 
non-existent. In Sicily, 50 per 
cent either avoid school alto¬ 
gether, or by age 10 or 11 have 
been seduced by the more 
exciting and remunerative life 
offered by petty crime. The 
official school-leaving age is 
still an astonishingly low 14 . 

It is expected that a law rais¬ 
ing It to 16 will be passed this 
year, bringing Italy into line 
with the rest of Europe. This 
was something first mooted by 
Mr Riccardo Misasi, the outgo¬ 


ing education minister, when 
he held the same post 21 years 
ago. 

Another matter of major con¬ 
cern continues to be the tiny 
percentage of GDP devoted to 
research and development. 
Italy spends only 1.45 per cent 
of its income on research (the 
European average is 2.5 per. 
cent), thus putting itself No 17 ' 
among industrialised nations. 
Last month,' Prof Antonio Rob¬ 
ert!, then minister for research 
and the universities, sounded 
the alarm in the first-ever min¬ 
isterial report on the .state of 
research in Italy. 

• He announced a three-year 
plan, providing for the govern¬ 
ment to. increase annual 
, investment from the present 
L15,000bn to\ 'L18,400bn' - 
essential merely to maintain 
the present Italian supremacy •- 
in certain sectors (such as par- 
tide physics). He reckons, how¬ 
ever that it will take 10 years 
for Italy to gain the position it 
deserves in research and indus¬ 
trial technology. The relatively 
low number of patents regis¬ 
tered each year is also cause 
for concern. 

Big changes are also due in 
the universities from Novem¬ 
ber, with the introduction of a 
series of mini-degrees (courses 
lasting two or three years). Ten 
or so will start this year, some 
in existing university centres 
and some in new sites, in sub¬ 
jects ranging from law, eco¬ 
nomics and civil engineering to 
natural sciences and literature. 

This is uot before time, 
according to Mr Antonio PoU- 
mene of Ifap/IRI, the outfit 
which provides management 
training for recruits to the 
state holding, as the shortage 
of science graduates is acute, 
and they are forced to take 
graduates from the Third 
World. 

He points out, though, that it 
will be the university which 
derides the contents of the new 
shorter degree courses, and 
there is still some reluctance to 
take advice from Industry. He 
also complains that the univer¬ 


sities tend not to take account 
of the numbers of graduates 
required in each discipline; nor 
is there any career advice 
given to students when 
starting their courses. 

Prof Ruberti announced last 
year that he would do some¬ 
thing about the congestion in 
Italy’s state universities. The 
country’s only private univer¬ 
sities are business-oriented: the 
Boccone in Milan (economics), 
and the Luiss in Rome, which 
offers economics, law and polit¬ 
ical sciences. The universities 
in Milan, Naples and Rome 
have nearly four times as 
many students as they should, 
while the provincial universi¬ 
ties; function efficiently and 

.. Only 30 per cent of 

: Rome University’s 

students get a degree 

peacefully. . 

Rome University has 180,000 
students, only 30 per cent of 
whom actually get a degree. 
The university is free (apart 
from yearly taxes equivalent to 
£400) - a school diploma (the 
equivalent of “A H level) is all 
that is required. 

In spite of severe overcrowd¬ 
ing and the extremely shabby 
state of many of the buildings, 
Prof Giorgio Tecce. recently 
elected for a second four-year 
period as Rector of Rome Uni¬ 
versity, is still against placing 
any limit on enrolment. “Every 
country has its own students," 
he says, “ours are particularly 
lively, vociferous and belliger¬ 
ent." They have to be; anyone 
fighting his way through one 
Of the more popular faculties 
has to be very good indeed. 

He also fears that selection 
boards would be Subjected to - 
intolerable pressures In a coun¬ 
try not noted for fair selection 
procedures. The. Good of new 
graduates in medicine meant 
they had to limit the numbers 
enrolling there two years ago, 
but that should be an excep¬ 
tion. he feels. 


Students do get weeded out 
by natural selection, many not 
being able to take the strain of 
wortring their way through the 
university (there are no schol¬ 
arships) and many joining the 
large band of students who are 
fuori corso - who instead of 
taking their 16 or so exams 
within the prescribed four 
years, are allowed to take as 
much as 20 years to cover the 
same course; providing they do 
not allow more than seven 
years to pass without taking 
an exam. 

Prof Tecce does, however, 
agree with Umberto Eco, the 
writer and university professor 
at Bologna, that a strict selec¬ 
tion procedure should take 
place at the end of the second 
year. Students would thus be 
forced to keep within the cor¬ 
rect exam time-table for the 
first two years; those who did 
not would have to leave. This 
would allow even those who 
have not shone at school to 
blossom later. 

There should also, he feels, 
be generous and plentiful 
scholarships for deserving 
cases - and taxes should be 
doubled. Each successful stu¬ 
dent costs the state Lioom, and 
the numbers holding degrees 
are well below the EC average. 
Out of 1,000 youngsters aged 
between 22 and 24 years, only 
72 in Italy have degrees, com¬ 
pared with 158 in France and 
148 In the UK. 

Prof Tecce agrees with Prof 
Eco'S Strictures, c laiming also 
that there Is a need to free the 
university from political inter¬ 
ference in the choice of candi¬ 
dates for university chairs. He 
is proud of his record in bow¬ 
ing to no-one. 

The venerable University of 
Bologna (Italy’s oldest) has, he 
said, “sold Its-soul” in handing 
oat laurea honoris causae to 
politicians and Industrialists. 
“We have only ever awarded 
one, and that was to Andrei 
Sakharov, the dissident Rus¬ 
sian scientist" 

Jennifer Grego 




V 



















• 4. 


VII 




FINANCIAL TIMES TUESDAY JULY 7 1992 


ITALY 7 



•sjb 5 vs 


^5 ;. : 

mM:: 






P^r^-Xx r»f.<?^j. 


ARTS AMD SPONSORSHIP 

Hope for crumbling treasures 

A SECTION of the ancient dose to the Colosseum, have Five years ago, the director<• the field. A great many 
walls of Drfaino collapsed last ■ been left hdfdbne for lack of general at the Ministry farCul- experts, and foremost among 
~. i month. Urbino is one of the funds. . ; • rural Heritage published a them the outspoken Professor 

finest examples of axenais- Government funding of - gen- report,- entitled Memorabilia, Federico Zerl, fed things were 
sance city, an outstanding era! maintenance has been Identifying the 1,000 monu- -a great deal better before file 
jewel even in Italy's riches and more 'than halved since the ments most at risk. He claimed ministry existed. "Until the 
- the unspoilt birthplace of mid-ISflOs. 9x weeks ago, for thatL2,250bh was the mini- 1970s, good excavations were 
Raphael - instance, denning work started mum required. Little has been * being done and. museums were 

Only two months before, an on a section of the Interior of donestncethen, apart from, a open at reasonable hours,’* he 

international conference had the Pantheon, described by. haphazard series of intervenii gays. 

been held to discuss the porob- William Thomas in his 1549 ' str o ord ma r i , when total cot This is confirmed by Geor- 
lems faced in the preservation '. fflstory of Rome as "the per- lapse threatens. Rather than gina Masson’s 1965 Companion 
of Europe’s walled nuaa All fectest of all the antiquities”,' beinga emM guardian, with Guide to Rome She describes 
agreed that urgent action was and ttie pinks, greens and pale a long-term strategy and some visiting the Galleria Borghese 
essential to save Urbino. Noth- . ochre of the antique marble; ' sense tit. priority, the ministry by moonlight: Canova’s render¬ 
ing was done. taken from all over the Roman has recently resembled a . mg of Pauline. Bonaparte as 

This is only the latest of -a Empire as they emerge from demented housewife tearing Vends must have looked splen- 
series of disasters to befall the accumulated dirt of cento- .around in a frantic attempt to did. (The picture gallery of this 
Italy’s heritage of monuments ries are truly astonishing. cover- the worst eyesores - delightful, wrmll museum has 
and artistic treasures: some, The work is befog done by leaving the test to rot . been closed since 1984, after a 
like the disintegration of the Edfirestauri of Vicenza, but the . Until the founding of the crack a ppea r ed in the ceiling 
1 Torre Civica in Pavia a few two young restorers, Paola ministryin 1974, fine arts were and was found to have been 
, yearn ago and the tower of Pisa . Fhnesi and Monica Gfaeoln and' a small departmmit in the Min- caused by subsiding founda- 
(closed to visitors since last' their assistants are working in jstry of Education. Today its tions. But it is possible to visit 

year, when it began to. lean the hope rather than , the cer-. funding represents0.7 per cent the ground floor rooms 

even more alarmingly) are well tainty that the funds promised ' of the state budget, mnghly 03 .between 9am and 2pm.) 
publicised. Others, . less (LSOQm under the RomaCapi- per cent of GDP. This is similar .“Now”, 'says Prof Zeri, “the 

well-known, like San Severino tafe fow) wifi be forticoming. to the amount' Britain spends, political situation is stagnant, 
" nelle Marche, crumble away The costof cleaning thewhole but on a far smaller artistic and union power is enormous, 
quietly. Important restorations interior is likely to be L40bn, . patrimony. . There is too much knuckling 

in Rome, such as the Temple of and a sponsor is urgently Ministers have not always under to their demands, the 
Vesta and Constantine's areh, needed.. been sufficiently qualified in Brera in Milan (the city's m a i n 


museum) has become a battle- ship increased to Ll,600bn. ex-Fiat factory, the Lingotto. due to the newly revealed 
field, and is now almost This includes sport, which in was converted by the architect nakedness of the banished 

entirely dosed.” He complains Italy and Germany is about 66 Renro Piano, and that, too, has Adam and Eve. Olivetti says 

of a clumsy bureaucracy, little per cent of the total invested. become an arts centre. Fiat that the recession will not 

autonomy for museum direc- In 1992, private sponsorship did, however, join with the interfere with its long-term 

tors, and no adequate catalo- is expected to rise by 12 per Cassa di Risparmio of Turin to projects, such as the difficult 

guing of Italy’s immense cent This was made possible restore Juvarra’s glorious ex- restoration work on Leonardo's 

riches. He is convinced that by Law 512, passed in 1982, royal hunting lodge at Stupi- Last Supper in Milan. It may. 

the necessary public money which made investment in cul- nigi, just outside the city. however, be less ready to 
could b8 found to support the ture and restoration of art State companies are gener- undertake new projects, 

artistic heritage, but that the works tax-deductible; and also ous with their investment in Banks also often play a large 

political will is lacking. He also made it possible for an works art; Alenia, the starte aero- part in their home bases, 

argues that Venice should be ——_space group, has provided Banca di Toscana is behind the 
taken out of Italian jurisdiction funds for the restoration of the splendid restoration of the 

altogether, and given to the Private sponsorship is tiny church of St Maria della Benozzo Gozzoli frescoes in 

EC. - tax-deductible and is Pace, near Piazza Navona in Palazzo Medici Ricciardi in 

Prof Giulio Carlo Argan, art . . . 0 Home; but has been criticised Florence (timed for the celebra- 

historian and ex-mayor of expectea to rise Dy iZ by art historians for using an tions of the 500th anniversary 

Rome, agrees the problem is per cent this year ugly railing to protect it from of Lorenzo de Medici's death), 
lack of political interest. He the attentions of tramps. Dva. Banca Popolare dell'Etruria e 

wants a commission, with a the state steel group.provided del Lazio is funding a tensor- 

roving brief, to tour the coun- to be given in lieu of inheri- the steel supports for file Arch- tiura for the restoration of two 
try and report regularly on the tance tax. In 1984. the law was angel Michael on the top of works by Piero della Francesca 
monuments most at risk. slightly amended, sponsors' Castel St Angelo, and has now (commemorating the 500th 
But If Italian art treasures attention being directed to a made the steel bands to sup- anniversary of Piero's death 
are to be saved , it will be list of needy art works from port the base of the leaning this year) as well as the foun- 
tfiankfl to private investors. An which would-be-investors could tower of Pisa. tain in Piazza del Pantheon in 

exhibition conference, Art and choose. This, it was hoped. Olivetti is an active and Rome. 

Sponsors, held in May this would give the state some con- eclectic sponsor, financing Finally, in an unusual 
year at Castel St Angelo in trol; and direct the funds exhibitions such as the recent launch, of a new corporate 
Rome, with the laudable aim of where they were most needed. Mantegna show at the Royal identity in August. Banca di 
bringing together owners, the Of the big corporate spon- Academy in London (now in Roma, a merger between the 

state and would-be investors, sors. Fiat tends to concentrate New York). Its particular inter- Banco di Roma and the Banco 
showed that Italy leads Europe on yearly major exhibitions at -est is in fresco restoration: the di Santo Spirito. will sponsor 
in terms of sponsorship. In the Fiat Arts Centre on the Brancaccio chapel of the Car- L40bn worth of essential 
1989, Ftalians invested restored Palazzo Grassi in the mine church in Florence was repairs to the one of the most 
Ll^50bn, compared with the Grand Canal in Venice; the unveiled last year. Apart from familiar landmarks of Rome. 
Germans' L900bn, France's most exciting of which remains the glowing beauty of the col- the Colosseum. 

L750bn and the UK’s L630bn. Pontus Hulten’s 1966 explore- ours after cleaning, there was 

Last year, total Italian sponsor- tion of Futurism. In Turin an a lot of extra press attention Jennifer Grego 
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SAHAS has always advanced technologically to process crude oil on 
behalf- of third parties,with the highest ad*ted value. 
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With:a, processing (360.000 BSD) 

: : ;inti ; 5irhiilion;tp.nsrper year of conyersion capacity, SARAS refinery . ;: 
can- receive crude oil from jankers, of up to 260,000 DWT. store 
into its huge tank farm (4 million cSrht f^nd deliv er the entire range of refined 
• products according to customer requirements. 
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FOR YOUR BUSINESS 


mmm 

Count on Cariplo for speed and efficiency for all your banking 
needs. Whether It's financial commercial or overoll assistance. 
Count on the great experience of a bank bom and bred »n Milan, 
linked in real-time to 600 branches throughout Italy. Courta 
sound capital base of8,269 million dollars. Count on the profes¬ 
sionalism of a group represented in Athens,Bepg, Berlin, Brus¬ 
sel Budapest, Chicago, Frankfurt, Grand Cayrrm Hong Kong, 
London Luxembourg, Madrid, Moscow, New Yoik, Pans ,^Seoul 
Tokyo and over 1,800 correspondent banks. Kyoul°JJ*" 
lem or just want advlC8, you can always count on Cariplo. 


THE IMPACT of. the 
fly»»«iDfltion of Mr Giovanni 
. Falcone, Italy’s leading anti- 
<ft magistrate, win taker a 
Jong time to erase. 

Mr Falcone was killed along:. 
with his wife and three body- - 
guards oh May.24 .when a ton 
of high , explosive was deto¬ 
nated. under their three-car 
convoy as it travelled at high 
speed along a motorway near'' 
Palermo airport The indis¬ 
criminate means employed .’ 
were more reminiscent of the 
Lebanese militias or the Col¬ 
ombian drugs barons, but this 
horrendous crime has been 
unequivocally attributed to the 
Sicilian Mafia. - 
The target was, sadly, 'well- 
chosen. As a campaigning mag- 7 
istrate, Mr Falcone’s investiga¬ 
tions led to a series of “maxi-' 
trials'’ of the Sfcflian Mafia in 
< the 1980s. He made extensive 
f use for the first - time of pentiti 
(informers who have plea-bar- 
gained, eqnivalant to a_ “super- 
grass") and he was able to 
demonstrate that the Mafia 
was not a casual group of crim¬ 
inals but a complex organisa¬ 
tion with a hierarchy of com¬ 
mand Unking the various 
famffl aa artrf their businesses. 

For this, he was a marked 


man. Mr Falcone had- already 
been the subject Of a foiled 
assassinationattemptin .1999 
and was one,. of file most 
heavily guarded people in the" 
country. At least 89 people 
were, aangzted'td his fu&time 
protection. ai$ lais. movements 
wen kepti deeply confidential 
The kfiffog was a deliberate 
to .tiie stated, similar 
to th^ pssassizatian in 3982 of 
General Carlo-Alberto Dalla 
Chiesa and his wife days after 
he had .taken up^ the post of 
prefeet of Palermo 
■: Just, as theDafla Chsesa kill- 
ing {nodded the government of 
the day to reactwith a scries 
of police-and judicial measures 
to aid the fight. against the 
Mafia, so ffld the Falcone mur¬ 
der. The^procedures .forbafl of 
suspected, Mafia members were 

tightened, ' magistrates were 
given greater freedom? to .pm> 
sue investigations and new 
mechanisms were, introduced 
for better, co-ordination of 
pcdice work. ;y"T . . 

This reaitttve ; qnptoach. has 
characterised : government 
action towardsmgaxdsed crime 
ever smce thee Second TWorid 
War. Tor instance; last Septem¬ 
ber when Mr Lfiiero Grassi, a 
Palermo businessman, was 


Robert Graham on the official approach to organised crime 

A message from the Mafia 


- murdered for puldicly refusing 
to pay Mafia extortion 
demands, the amid 

much breast-beating agreed to 
introduce hew ; anti-extortion 
measures; These included spe¬ 
cial “hot-lines" to denounce 
. racketeers .and ffoanrn ni assis¬ 
tance to those suSering losses 
as a result of extortion 
demands (insurance coverage 
for fire damage, etc). The mea¬ 
sures became operative in June 
almost nine months after 
approved in cabinet 

Police action, tends to tackle 
the effects of organised crime, 
not its causes. Too often, new 
measures are simply added to 
existing ones, creating confu¬ 
sion. Last year, as. a more 
generalised response to the 
spread of organised crime, the 
Andreotti government decided 
to create a.special structure 
within the magte tratu re to deal 
exclusively with investigations 
into.the M«fi» 

This consists of a “super¬ 


magistrate’' and 26 assistants 
countrywide. However, the 
lines of authority stDl remain 
unclear. The. magistrates are 
wary of the new body because 
it smacks of direct government 
control - a wrangle which has 
delayed the introduction erf the 
new structure. Indeed, before 
Mr Falcone’s death, his candi¬ 
dature to be the first head of 
this body was being blocked 
for fear that his appointment 
was too political. At the same 
time, the Anti-Mafia Commis¬ 
sariat which had previously co¬ 
ordinated such Investigations 
is befog wound up. 

Organised crime has tradi¬ 
tionally beena “southern" phe¬ 
nomenon, associated with 
three groups, each distin¬ 
guished by. dear geographical 
and historical characteristics 
- Cosa Nostra, the Sicilian 
Mafia; the Camorra, based 
round Naples and the 
’ndrangfaeta of Calabria. The 
Mafia, though retaining its 


strong Sicilian roots, has 
spread to Rome and the main 
cities of northern Italy. It has 
the biggest international con¬ 
nections through drugs deal¬ 
ing, arms trafficking and 
money laundering; the 
Camona. heavily into contra¬ 
band, has spread into central 
and parts of northern Italy and 
latterly has developed ties with 
Colombia as wen moving into 
eastern Europe. The 'ndrangh- 
eta has remained the most 
local, and continues to speci¬ 
alise in kidnap s 
In the 1980s the international 
spread of drugs (cocaine from 
Latin America, heroin from 
Turkey, central Asia and the 
south-east Asia), advances In 
toiponirimnn icat io n s, liberalisa¬ 
tion of banking, freer trade and 
the opening- of eastern Europe 
provided an enormous stimu¬ 
lus to the growth of Italian 
organised crime. More 
recently, civil' conflict in the 
Balkans has created fresh 


opportunities; while within 
Italy criminal activity is 
increasing well above the 
European average. 

A third of all homicides is 
attributed to organised crime 
in Italy. Between 1985 and 1990, 
the number of murders dou¬ 
bled while in Britain ami Ger¬ 
many the rate declined. Indeed, 
organised crime has become so 
entrenched that not only is it 
going to be increasingly hard 
to eradicate; but it is becoming 
ever more difficult to distin¬ 
guish between licit and illicit 
funds. 

A report released earlier this 
year by Censis, the social 
research institute, said the 
annual turnover of organised 
crimes’ illicit and “licit” activi¬ 
ties was L19.389bn. Other gues- 
timates have put the figure at 
over L35,000bn. The Censis 
report estimated 19 per cent of 
earnings came from “licit" 
activities - the control of pub¬ 
lic contracts. In Sicily over 75 


. per cent ol public contracts do 
not even go out to tender and 
virtually all the latter are con¬ 
sidered to he controlled by the 
Mafia. 

The main source of income, 
' equivalent to 20 per cent of all 
earnings, comes from drugs 
dealing; theft generates a far¬ 
ther 18 per oent, followed by 
extortion (11 per cent), illeg al 
gaming and lotteries (7 per 
cent and especially important 
' round Naples) and contraband 
(4 per cent). 

' Take just one detail - high¬ 
way robbery. In 1990, criminals 
hijacked 6,899 trucks and artic¬ 
ulated lorries, over 90 per cent 
of all such crimes co mmi tted 
in Europe. The favourite loads 
were clothing and electronic 
equipment which were sold in 
friendly stores or in clandes¬ 
tine supermarkets in southern 
Italy. 

The value of the average 
load was estimated at a mini¬ 
mum of LlOOm and only 3.581 
trucks were ever recovered. 
The takings for these criminal 
gangs were estimated at over 
Ll,300bn. One gang arrested 
last year was charged with 
1,600 such thefts over five 
years. 

Hijacking of cargoes has 


become such a problem that 
insurance is difficult to find in 
southern Italy. 

The Italian state has the 
resources to combat such 
crime. There are some 250.000 
carabinieri, police and finan¬ 
cial police, the highest number 
per capita of population in 
Europe. But they remain 
poorly co-ordinated and eternal 
rivals. The organisation of 
political parties in the south, 
and the entire economic struc¬ 
ture dominated by state fund¬ 
ing, encourages and permits a 
fecund parternsbip of crime 
and politics. Until this 
changes, the criminals will 
thrive. 

Beyond this, the legal system 
is so unwieldy that criminals 
easily escape prosecution 
either through procedural 
devices or through the complex 
demands of proof - the secu¬ 
rity forces have detailed lists of 
the Mafia families. In the final 
resort the criminals still have 
the power to bribe and intimi¬ 
date the judiciary. The murder 
of Mr Falcone was one such 
message; and now the govern¬ 
ment has been obliged to seek 
special “volunteers" to pursue 
the investigation into his kill¬ 
ing. 


SINCE 1823 WE KNOW HOW- 
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TOURISM 


It’s not as much fun as it should be 


■■. SWITZERLAND; ■' 


SLOVENIA 


EMBASSIES in Rome and their 
consular posts throughout the 
country are now gearing up for 
the busy season. July and 
August will produce a sharp 
increase in the number of “dis¬ 
tressed citizens" whose Italian 
holidays have been spoiled by 
the theft of passports, tickets, 
money and belongings. 

Unwary tourists are easy 
prey for the pickpockets, bag 
snatchers, muggers and other 
delinquents who plague the 
large cities. The notoriety of 
the route 64 buses from the 
capital's Termini railway sta¬ 
tion to St Peter's is such that 
the transport authority has 
posted signs to warn travellers 
to be on their guard. Rome’s 
“A” underground line is 
another high risk route. 

Travelling under one's own 
steam does not, however, guar¬ 
antee a trouble-free trip. Own¬ 
ers of cars with foreign plates 
often become neurotic in Italy, 
a condition that lifts only 
when safely across the border 
and heading home. The car 
break-in - often by smashing 
a window - is an inconve¬ 
nience that many foreign visi¬ 
tors have suffered. 

But the tourist is not only an 
easy victim for petty criminals. 
The traveller in Italy is a soft 
target for legitimate businesses 
like hotels, restaurants and 
taxis. Over recent years tour¬ 
ists have learnt that Italy has 
become a high cost destination. 

Figures from the Bank of 
Italy reveal a significant drop 
in the competitiveness of tour¬ 
ist services. For foreign tour¬ 
ists, the index of Italian com¬ 
petitiveness fell steadily during 
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The Navfglk) Grande Canal, at Porta Ticinese, Milan 


the 1980s, and was about 20 per 
cent lower last year than in 
1982. During the mid and late- 
1980s the situation was even 
worse for Italian tourists with 
the competitiveness of home 
destinations declining by about 
30 points, though there was an 
improvement between 1989 and 
1990. 


Higher prices and tariff 
increases this year seem likely 
to weaken Italy's competitive 
position even more. The set¬ 
ting of hotel room-rates was 
freed from official control last 
year, and this has led to rises 
of more than 10 per cent on 
1991's rates. 

It is argued that Italy has a 




Tourists around the Trevi Fountain in Rome 


unique cultural and historic 
heritage, thus enjoying a 
monopoly position that gives 
the tourist business consider¬ 
able licence in pricing. Visitors 
to Venice, Florence and, to a 
lesser extent, Rome, experience 
this in hotel rates and restau¬ 
rant bills that are generally 
high and sometimes exorbi¬ 
tant 

How much more can the 
tourist be squeezed? Probably 
not much. Venice and Florence 
are increasingly destinations 
for day-trippers who stay in 
cheaper accommodation away 
from the cities and then travel 
in by car, coach or train. 

But this mass movement of 
tourists has made the experi¬ 
ence of visiting these historic 
cities less agreeable for those 
who pay high prices to stay in 
them. The fact that crowds are 
a problem has been highlighted 
by proposals to limit access to 
both Venice and Florence. 

If visitors to Italy's centres of 
art and culture return home 
with a sense of disappointment 


from an experience that has 
not lived up to expectations, 
there are several factors to 
blame. 

It is not only the high cost 
Tourists often have an overall 
impression that Italy is not 
really organised for them. The 
absence of public conveniences 
near major attractions is one 
shortcoming. Another Is the 
inadequacy of reliable informa¬ 
tion. Fortunately, individual 
Italians display considerable 
warmth, hospitality and readi¬ 
ness to assist visitors that 
helps to compensate for struc¬ 
tural and institutional weak¬ 
nesses. 

But such kindnesses do not 
always make up for the closed 
doors that frequently confront 
expectant visitors to museums 
and galleries. A recent report 
by Touring dub Italiano says 
that nearly one half of Italy's 
museums are closed. 

The report also notes that 
more than 300,000 works of art 
and 18,000 archaeological 
pieces have been stolen from 
museums, churches and collec¬ 
tions in the past 20 years. That 
this sacking of Italy’s artistic 
fabric has not caused a furore 
says much about public and 
political indifference to the 
country's heritage. Maintain¬ 
ing this, Italy's unique tourist 
attraction, does not seem to 
rank high in the country's pri¬ 
orities. 

Last month's report that 
Rome's Colosseum was in dan¬ 
ger of collapsing, an eventual¬ 
ity that should be kept at bay 
by flnanrial help from Banna di 
Roma, led to revelations of a 
nationwide situation that is far 
from encouraging. 

That Venice is in peril has 
been widely known for years. 
In the surrounding Veneto 
region most of the historic vil¬ 
las need urgent attention. Fur¬ 
ther south the problems of Fis¬ 
a's, leaning tower are just a 
symbol of a much wider dam¬ 
age and decay that also affects 
the walls Lucca, Urbino and 
Pesaro, the towers in San 
Gimignano, Etruscan tombs in 
Tarquinia, Apulia's baroque 
masterpieces, baroque and Gre¬ 
cian treasures in Sicily and 
many other items in the heri¬ 
tage inventory. 

Indifferent to its artistic heri¬ 
tage, Italy also seems to care 
little for its wildlife and scenic 
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The Travel Account — Balance of Payments (figures in Lbn) 



1985 

1986 

1987 

1988 

1989 

1990 

1991 

RavwmxM 

15,953 

14.891 

15,782 

16,144 

16.442 

23,854 

22.853 

Exponfiturs 

3,591 

4,338 

5,880 

7,795 

9,291 

16,571 

14.451 

Surplus 

12,362 

10,353 

9,902 

8,349 

7.151 

7,083 

8.402 


resources. Few ornithologists 
would choose Italy for a holi¬ 
day. Indiscriminate hunting, 
ineffectually opposed by the 
authorities, has radically cut 
the numbers of many protected 
species. 

Legislation was approved at 
the end erf last year for the 
establishment of protected 
areas, but Implementation pro¬ 
grammes remain paper pro¬ 
jects. Unrestrained develop¬ 
ment has ruined beautiful 
stretches of wmstlinH, particu¬ 
larly in the south. 

What about the beaches? The 
comments from Touring Club 


Italiano are not reassuring. 
Last year Italian resorts won 
55 European “blue flags” for 
cleanliness, safety and overall 
service. Only 29 beaches are 
flying the flag this summer. 

Nevertheless, seaside resorts 
may enjoy higher numbers of 
visitors, both Italian and for¬ 
eign. The Yugoslav civil war is 
diverting tourist trade to the 
benefit of Italy’s Adriatic coast. 
This ought to give a welcome 
boost to the invisible trade 
account. Revenues turned 
down last year for the first 
time since 1986. But an even 
steeper fall in Italian travel- 


Sour ce: Bank of naif j 

lers‘ spending abroad allowed 
the account to close with a 
larger surplus than in 1990, 
thereby halted a declining 
sequence that started in 198S. 

Are Italy’s authorities 
becoming interested in tour¬ 
ism? A television campaign 
this summer is encouraging 
Italians to welcome tourists by 
being less noisy, less aggres¬ 
sive on the roads and by not 
littering the cities with refuse. 
Perhaps a much-needed 
dean-up will get under way, 
for there is plenty to do. 

David Lane 






MORE THAN EVER 
WE'RE ON THE SPOT 
IN ITALY'S TOP LOCATIONS 

with 500 branches and a full range of financial services. 

Our branch network, already one of Italy's largest, is steadily expanding throughout 
the Italian peninsula always in areas of good business opportunity. In fact, our 
coverage of Italy's top locations is unsurpassable for its quality and depth, as well as 
for its range of supporting services. Our retail branches are supplemented 
by our Ambro Italia financial services network, with its own 500 offices. 
1111 In 1991, we acquired the Citibank retail banking organisation in Italy, with its 

§■■ - ... 46 branches, as well as a 50% interest in Caboto, one of 

I the most important stcxk trading operations in continental Europe. 

Our London branch opens in November at 73, Comhill. 
In addition, we have Representative Offices in New York and Hong Kong. 
I With our strong capital base, our highly developed electronic 

W M banking services and, above all, our very professional staff, we can truly 

f claim to be in the very forefront of Italian banking. 
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